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The present Survey is the twelfth in a series of reports prepared by the secretariat of the Economic 
Commission for Europe to serve the needs of the Commission and to help in the task of reporting on world 
economic conditions which the Economic and Social Council of the United Nations has entrusted to the 
Department of Economic and Social Affairs. 


A major object of the Survey, and of the quarterly Economic Bulletin which supplements it, is to analyse 
recent developments in the European economy and elsewhere which may significantly affect the economic 
framework within which the countries of Europe have to determine their policies. Recent developments in 
the economies of eastern Europe and the Soviet Union are reviewed in Chapter I; and economic developments 
in western Europe in 1958, and the prospects for a resumed expansion of activity in that region, are discussed 
in Chapter II. 


As has been the practice in past SURVEYS, attention is also focused on some longer-term issues which 
are nevertheless immediately relevant to the current formulation of economic policies in European countries. 
Thus, Chapter III contains an analysis of the relationship between economic expansion and changes in 
balances of payments in western European countries. Chapter IV reviews structures and trends of personal 
consumption in the countries of eastern Europe and the Soviet Union, while Chapter V contains a similar 
review covering western Europe. The different issues selected as most deserving of attention in these last two 
chapters naturally reflect the variations among European countries in economic structures and institutional 


systems. 


The improvement in the volume and quality of statistical and other data available to the secretariat, 
which has been noted in the last two SURVEYS, has continued during 1958. But the latest improvements have 
taken the form more of useful supplements to data in sectors where considerable information already exists 
than of an opening up of completely new fields for research and analysis—such as occurred in the previous 


year. Discussions with officials of a number of member countries have again proved helpful. 


This SurvEY is published on the responsibility of the secretariat, and the views expressed in it should not 


be attributed to the Commission or to its member governments. 


Geneva March 1959 
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EXPLANATORY NOTES 


The designation of countries and territories in this publication and its 
arrangement of material should not be considered as implying any endorsement 
or other judgement by the Secretariat of the United Nations on the boundaries 


or status of a country and its authorities. 
The following symbols have been used throughout this SURVEY: 


not available or not pertinent; 


— = nil or negligible; 


* = estimate by the secretariat of the Economic Commis- 


sion for Europe; 


X = interruption in the comparability of the series or a 
change in the unit in which the series is reported. 


In referring to combinations of years, the use of an oblique stroke—e.g., 
1957/58—signifies a twelve-month period (say from 1 July 1957 to 30 June 1958). 
The use of a hyphen—e.g., 1953-1957—normally signifies an average of the full 


period of calendar years covered (including the end years indicated). 


Unless the contrary is stated, the standard unit of weight used throughout 
is the metric ton. The definition of “ billion” used throughout is one thousand 


million. Minor discrepancies in totals and percentages are due to rounding. 


In general, information received up to mid-February 1959 has been included 


in the SURVEY. 
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CHAPTER | 


RECENT ECONOMIC DEVELOPMENTS IN EASTERN EUROPE 
AND THE SOVIET UNION 


1. THE GENERATION AND USE OF NATIONAL PRODUCT IN 1958 


The Growth of Output 


The main contributor to the further large increments 
in domestic product recorded in eastern Europe and 
the Soviet Union in 1958 was the fairly uniform 
growth of industry at rates little different from those 
of 1957. Preliminary indicators show rises in net 
domestic product by 6 to 9 per cent almosfeverywhere; 
and such variations among countries as occurred were 
attributable largely to the differing effects on farm 
output of the weather and of such factors as the 
varying pace of collectivization or the movement of 
labour out of agriculture. Gross farm production 
reached record levels in the Soviet Union, Poland and 
eastern Germany, and is reported to have risen 
slightly in Czechoslovakia, but elsewhere was 
unchanged or declined. Construction, other than 


housebuilding, seems to have made а generally some- 


what smaller contribution to the over-all expansion 
than in 1957, though Poland and the Soviet Union 
are exceptions to this pattern. Goods transport shows 
a rather surprisingly slower rate of growth than in 
1957, despite the virtually unchanged rate of industrial 
expansion, not only in the Soviet Union — where the 
changes in the organization of industry and trade 
might have been expected to produce such an effect 1 — 
but also throughout eastern Europe. 


Although the few official, but provisional, estimates 
of domestic product so far available are restricted to 
material product, calculations on a service-inclusive 
concept would probably reveal about the same rates 
of growth as those just mentioned. The general 
reduction of administrative staffs, and in the Soviet 
Union of the armed forces,? have been more than 
matched by expansion of employment in education, 
health and other social services and by improvements 
in housing — а development contrasting with the 
trend in earlier years when the services sector was 
generally shrinking. 


1 See the SurRvEY for 1957, Chapter I, р. 33. 


2 The 1958 defence appropriations were the same as, or slightly 
less than, planned for 1957 in the Soviet Union, eastern Germany 
and Rumania, but were greater than 1957 plans in Albania 
and Bulgaria and than actual 1957 expenditure in Poland, 
Czechoslovakia and Hungary. 


Gross and Net Sector Outputs 


With the exception of the preliminary estimates 
of net domestic product, the output statistics shown 
in Table 1 are calculated as the sum of the gross 
outputs of all separately identified enterprises (includ- 
ing all inputs, both those from outside the particular 
output sector and those generated by other enterprises 
within the same sector) ; and gross agricultural output 
includes, for example, services of machine and tractor 
stations and fodder consumed by livestock. No 
country has yet published estimates of net output by 
sector in 1958 but, as can be seen from the data in 
Table 2, the difference between the rates of growth 
of industrial production for the period 1955 to 1957, 
registered by the index numbers of gross and net 
output, are negligible for Czechoslovakia, Hungary 
and Poland.® 


In earlier years gross industrial output tended to 
rise much faster than net output in most countries 
of the region as the growth of fabricating industries 
exceeded the expansion of the basic sectors.* Institu- 
tional changes, enlarging the statistical coverage 
(e.g., the nationalization of small enterprises previously 
not, or inadequately, recorded), had a similar effect, 
since in eastern Europe the basic industries were the 
first to be nationalized; and administrative changes 
creating new autonomous producers have worked in 
the same direction. It may well be that some part of 
the apparent 1957 and 1958 increments of output in 
the new Soviet regional economic councils (sovnark- 
hozy) have been due to the concentration of compo- 
nent manufacture (notably castings, forgings, elec- 
trodes, tools) in specialized plants.’ In construction, 


з Меё output is here defined not only net of duplication 
(i.e., it is “ value added ”), but also net of depreciation. 


4 astern Germany and Rumania seem not to have shared 
this experience : the former because of its already highly deve- 
loped industrial structure at the beginning of the period and the 
latter because the rate of growth of secondary industries seems 
not yet to have significantly exceeded that of the basic sectors. 

5 Early examples of such concentration (which would increase 
the proportion of purchased materials in gross outputs) were 
quoted in the Survey for 1957, loc. cit., and very many more 
were reported by the Soviet Press during 1958. The contrary 
trend — the formation of enterprise groups (kombinaty) — does 
not usually cause enterprises to lose their statistical identity, 
and plant closures have been rare. 


*. 
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TABLE 


Elements in the growth of national product 
Percentage increment 
| 


Albania Bulgaria Czechoslovakia Eastern Germany 
1959 
оо СРЕЗ 05а 1 | 1957 408 1359 Гол 195 ne 
Gross output of : | 
Е и Е, odessa 26 20 17 15 то 10 11 10 8 11 11 
Producers’ goods Sah a Fe ni 3% oF г Ne a г 
(оби 200dSi с с ово т. a =. a Fe + Re a AP 
СОСО, т 6 oc of te on 28 23 28 к a ae 10 : г 12 : 17 
Aaa: ото ооо р —т 26 15 — ve —1 = ee 
Rail transport— Goods. ....... 21 12 28 10 8 г 15 8 ae 
Passengers. ... . As 23 —4 14а 2 —1 — _ 
Foreign trade turnover : 
Valier ce ete ae er ee eee 42 43 Pais 20 6 = 7 fi 10 25 rhe 11 
iV OLUINCS asta eh ere О. een ene Pa 30 et 23 = _.. 8 4 ae =a 6 ae 
Тото = WANE og op oy CD 27 Bi ее 34 74 ify —2 25 21 4 16 
Volume К es ns SA 33 39 Se 18 —2 ae 
Exportse—sValucteew ats oO apa ae 53 ae: 32 9 СЕК —2 15 29 4 7 
WOlUINGE eases tn а ee ee т 92 У 12 = че 1 11 
Netzdomestic product ее 14 15 19 8 7 Re 7 8 6 9 8% 
Gross fixed capital formation ..... 238) 36 40 —18 19 ра 10 5 13 9 15 21 


И еек НЕ ИН и о р В Е И Е и оо 


Sources : Statistical yearbooks; plan fulfilment reports; plans; Bashkimi, 19 December 1958; Vneshnyaya Torgovlya, No. 5, 1958, р. 5; Pravda, 18 February 1959- 
The agricultural index for the Soviet Union is one prepared by the secretariat of the ECE for the Food and Agriculture Organization. 


Norte. — Index numbers are of values at constant prices, except where otherwise stated. — indicates constancy, and —X indicates a decrease. Construction covers 
building and assembly work in State enterprises. 7 

Rail transport was selected as the ани for transport trends in the light of its overwhelming importance among carriers (cf. Survey for 1957, Table XLI); for 
Albania, where this is not the case, road traffic is shown. Data for goods traffic are in ton-kilometres, and for passenger services in passenger-kilometres, except for 
Czechoslovakia, eastern Germany, Hungary and Poland, where figures relate to passengers carried. к 

Gross fixed capital formation is shown at current prices (little changed in 1958) for eastern Germany and Hungary. The coverage varies from country to country, 
being virtually complete for Czechoslovakia, eastern Germany, Hungary and Poland, but possibly covering no more than half of the total in Bulgaria and about nine- 
tenths in the Soviet Union. (For details see sources to Table 4 in Appendix В). 


to time affected both the Polish and the Hungarian 
figures. 


the trend towards an industrialization of building 
methods (i.e., reducing on-site operations by the 


purchase of prefabricated components) is shown as 
an increment in output by the building materials 
industry,® although no decline is exhibited in the 
volume of building and assembly work as long as 
the standard price per unit of completed operation 
is not revised. 


In addition to these long-run tendencies, the 
relationship between the rates of growth of gross and 
net industrial output has varied from one year to 
another with changes in the import content of final 
output or in its structure. Thus a switch towards 
consumer-goods production inflated gross output 
in Hungary in 1954; and changes in supplies coming 
forward from agriculture or in imports have from time 


* As a consequence, this industry shows a rapid acceleration 
of gross over net output. Thus in 1958, the Soviet gross output 
of the building materials industry rose by 25 per cent, but 
output of all its basic products rose by 10 to 15 per cent although 
output of large concrete wall blocks rose by 60 per cent, and 
other pre-fabricated concrete components by 31 per cent. 


In agriculture gross output remains a particularly 
unreliable indicator of developments; and its being 
recorded on a calendar-year basis tends to minimize 
the fluctuations, since any carry-over of fodder stocks 
from a good to a poor harvest year raises the apparent 
over-all output of the second year. This is demon- 
strated in the figures for Hungary and Rumania in 
Table 2. 

All indicators of the long-term growth of total 
national product tend to be somewhat inflated by the 
under-valuation of agricultural output relatively to 
the generally more rapidly growing output of industry, 
mainly as a consequence of the differential incidence 
of turnover tax.” In eastern Europe, though not in 


* The official statistics show industry (excluding building) 
contributing the following percentage shares of the sum of 
gross industrial and agricultural output in 1957: Albania 48, 
Rumania 64, Poland 65, Hungary 66, Bulgaria 68, Czechoslo- 
vakia 80 and eastern Germany 85 (Sotsialistichesky Trud, 


No. 10, 1958, p. 55). The corresponding figure for the Soviet 
Union is about 75. 
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in eastern Europe and the Soviet Union 


over previous year 
L 


Hungary Poland Rumania Soviet Union 


1957 1958 1959 


ор о Роде 2 


|| 1957 1958 1959 
| Plan Plan 


Plan 


Gross output of: 


12, я 12 Е 56 10 10 8 9 10 10 10 10 8 Industry 
9 | 17 : 6 : 9 8 7 11 9 12 11 11 Be Producers’ goods 
г 6 4 10 10 8 5 11 8 8 qf De Consumers’ goods 
5 > ae 2 6 9 a se ; 13 ТоеаЕ. Construction 
13 —3 5 4 3 4 21 —т ue SPS AW te ie Agriculture 
| 16 J elie 6 3 3 6 —14а .. 12 7 5. Rail transport — Goods 
| 8 16 м. — 1 1 Е 1214s 8 с fe Passengers 
| Foreign trade turnover : 
21 11 14 12 2 1 1 а ake 12 ржа №. Value 
ae = a 4 10 An fe = nis 6 вос ae Volume 
42 —10 18 22 —4 —2 18 oe ae 18 р. в Imports — Value 
mi Ba Pa 17 1 =. в Ba ae Be oP Lt Volume 
| — 40 10 — 9 6 —1 Зе at 6 ыы. ap Exports — Value 
; a —9 20 bs 2 Aes я ee x ых Volume 
21 Bo 6 8 6 6 16 as 13 6 9 8 Net domestic product 
—4 9 23 7 8 в —8 12 15 12 11 11 Gross fixed capital formation 


8 


From 1958 Plan Fulfilment Report. During 1958, statistics released in the quarterly plan fulfilment reports have differed from those quoted in the quarterly statistical 
bulletins, although no statement has been made on changes in coverage. Thus output in the first nine months of 1958 exceeded that of the corresponding period of 1957 
by 17 per cent according to the Plan Fulfilment Report, but by 12 per cent according to the quarterly statistical bulletin. In 1957, the movements recorded in both 
sources were the same. 
; В State enterprises only. 

с By contractors subordinate to Union-Republican authorities only (76 per cent of investment in 1957). 

d First nine months over corresponding period of 1957. 

€ First ten months over corresponding period of 1957. 


| the Soviet Union (where agricultural output rose tively minor contribution from additional industrial 
| faster than that of industry), the rise in total domestic employment in most countries (see Table 3). Through- 
product from 1957 to 1958 would be lower on a out the region more regular and adequate supplies 
“factor cost” basis than it appears when valued at of raw materials and semi-finished products, and 
market prices. Moreover, the practice of including increased deliveries of equipment to construction sites, 
new products in the output series at their actual prices contributed to the more efficient use of capital and 
when they first enter serial production tends in a period other resources; and the available evidence suggests 


of rising costs to inflate any volume index.’ Never- that stock-building accelerated practically everywhere 
theless, it can reasonably be concluded that the upward in 1957 and early 1958, with a corresponding easing 
bias in indicators of industrial output and of national of supply problems. These factors are discussed in 
product has become much less in recent years in most more detail in section 4 below. 

countries and that the index of gross industrial output Precise estimates of reductions in industrial and 
has generally become a more reliable indicator of construction costs in 1958 are as yet available only 
changes in net output. for the Soviet Union (respectively 3 per cent and 1.5 


per cent — in both cases more than had been planned). 
The Hungarian plan for the reduction of industrial 
costs by 3 per cent is stated to have been over-fulfilled ; 

The continuing rapid growth of industrial output — costs were reduced in Czechoslovak industry and 
in 1958 may be attributed to more intensiveuse of construction by 2 per cent (on ten months’ statistics) 


Cost Reductions in Industry and Construction 


capital and higher labour productivity, with a rela- and 12 per cent respectively, and costs in Albanian 
oe a ; industry and mining fell, but by less than had been 
8 For a more detailed note on methods of calculation of index planned. In these countries, as in Rumania where an 


numbers of output in earlier years and on their probable bias, 


see the Economic Bulletin for Europe, Vol. 7, No. 2, pp. 103-104. intensive campaign to reduce building costs was 
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TABLE 2 


Relationship of net to gross output of agriculture and industry in four eastern European countries 


1950 1951 
НЫ in ee ee 
Agriculture 
Czechoslovakia 
Annual percentage change—net..... 10 —9 
TOSS ens 5) 1 
Eastern Germany 
мебаза percentage Of 2705 ins: TALS 67.7 
Net аз a percentage of gross ...... © С 
Hungary 
Net as a percentage of gross. ...... ae Br 
Annual percentage change—net. .... 12 19 
THO 5 о 6 16 
Poland 
Net as a percentage of gross. ..... 
Annual percentage change — net 
gross 
Rumania 
INGE BS AUSSI OES 6 2 5 4 5 6 0 551 60.8 
Annual percentage свапое — пеё. .... ie 34 
GIO 5 оо с 
Industry 
Czechoslovakia 
Annual percentage change— met. ... . 5 17 
О оо ро 16 14 
Hungary 
Annual percentage change— net. ... . 20 18 
ПОЗ: Ее 26 Di 
Poland 
Annual percentage change— met. .... 16 8 
FROGS соо 31 24 
Rumania 
Мер аз а percentage of gross. 5. 4... - 48.4 48.8 
Annual percentage change — net. .... 74 с 29 
(BOSS особ We 24 


1952 1953 1954 1955 1956 1957 


27: 10 =) 10 —4 
= 4 —2 11 2 —1 
69.8 65.2 67.3 65.8 63.7 66.8 
50.6а 5062 528а 52.34 
ns 62.7 64.8 61.4 63.8 
=38 39 —5 16 {7 18 
=A 20 2 12 =f 13 
41.5 42.6 2 
5 4 
6 4 
56.6 58.8 58.6 62.5 55.4 70.2 6 
243 20 = 16 34 39 53 
—6 16 = 19 —20 21 
10 5 4 11 9 8 
18 9 4 11 9 10 
18 10 = 8 «9 16 
22 11 5 9 2g 16 
13 16 10 15 6 9 
19 18 12 11 10 10 
48.3 48.6 44.2 45.0 42.4 45.26 
17 14 6 20 3 15 
17 15 6 14 11 8 


Sources : Statistical yearbooks; and Népgazdasdgi mérlegek redljivedel- 
mek 1956, Budapest 1957. 


Norte, — Annual percentage changes are in constant prices and shares of 
net in gross output are in current prices. 


carried on, particular emphasis was laid on the 
reduction of housebuilding costs. In Czechoslovakia, 
for example, the construction time per dwelling 
completed in 1958 was 13.3 months compared with 
14.5 months in 1957.9 The Soviet decree published 
in August 1957, providing for a rapid increase in 
dwelling construction, introduced numerous measures 
for trimming costs, notably the introduction of 
regional cost ceilings per unit of floor space.?° 


9 See the Plan Fulfilment Report, which pointed out that the 
period could be still further reduced. 


10 See the Survey for 1957, Chapter I, р. 21, and Economic 
Bulletin for Europe, Vol. 10, No. 1, p. 38. An additional measure 
was to forbid the use of the ground floors of new blocks of 
flats as shop or restaurant premises. A deputy from the Ukraine 
asked at the last session of the Supreme Soviet for this to be 
repealed (G. P. Butenko, Izvestia, 24 December 1958). The 


@ From values in constant prices. 


5 Estimated from changes in net and gross output in constant prices. 
С Increment over 1948. 


Recent revisions in construction planning in the 
Soviet Union aim at reducing waste occasioned by 
long interruptions to building work as a result of 
inconsistencies between the construction, supply and 
finance plans." An instruction of the USSR State 
Planning Committee, published in August,!* required 
Union-Republican planning authority for any new 
construction site and the assurance of supplies and 
funds throughout the building period by subsequent 


number of shops per inhabitant is currently very low in the 
Soviet Union (see Chapter IV, section 3, below) and this measure 
does not help to improve the situation. 


и For example, in 1958 there was a difference of 60 million 
roubles between local-authority housing plans in the Russian 
Federation and their financial allocations (G. Smirnov, Stroitel- 
naya Gazeta, 17 October 1958). 


2 Planovoe Khozyaistvo, No. 8, pp. 95-96. 
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TABLE 3 


Industrial employment and productivity in eastern Europe and the Soviet Union 


Percentage increase over previous year 


Employment Output per man 


Country 

Е Mc! ores leon see fete eee 
АТраша и ес Seis 11 9 ee 8 12 8 9 
ВИЗОЙ aes: 15 4a 9 Е 0 7а 6) 
Czechoslovakia. . . 3.9 3.4 3.6 22 6 4.6 7.4 71 
Eastern Germany . . 3.8 р 2.0 1.2 5 5 8.7 9.6 
ENR ER IST eG a ee se — 1% ЗЫ 1.9 17 6.5 8 3.2 
Poland Ti ii letersi 3.9 2.9 12 2.1 5.8 4.0 8.2 5.4 
В шрата 5 4 6 & ac — 1 3 2 8.3 т 6.3 6.4 
ОЕ И ое 3} 2.0 3 6.6 5.4 6 


Sources and methods : See Appendix В. 


@ A comparison of the 1958 Plan Fulfilment Report with the original Plan indicates that the i i ivi 
> 5 plans for increases in manpower and productivity must В: 
revised during the course of the year to 6 per cent and 3 per cent respectively (see Appendix B). ы 2 { Men 


automatic inclusion of the project in each succeeding 
annual supply and financial plan. The Government 
also ordered all projects and unfinished sites to be 
reviewed by 1 July 1958 and subsequently made some 
marginal curtailments of the building programme. A 
similar aim in Hungary led to new regulations early in 
1958 requiring advance approval (based on a study 
of full technical details and economic implications) 
for all major investment projects; and a resolution of 
the Central Committee of the Rumanian Workers’ 
Party in November called for a closer scrutiny of 
both the cost and the productive utility of construction 
plans by the State Planning Committee. There was, 
however, a 5 per cent increment in unfinished construc- 
tion in Czechoslovakia.*% 


In the Soviet Union, a general census of equipment 
in all State enterprises was effected on 1 August 1958 
covering, in contrast with previous censuses (1948, 
1951, 1955), all types of specialized equipment instead 
of general-use machinery. Its aim was to reveal surplus 
installations — which have probably diminished in 
the past year in view of the numerous reports of 
transfers between enterprises in the new sovnarkhozy— 
notably for transfer to local industry ™ and agriculture. 
Czechoslovakia has followed the Polish lead in begin- 
ning to reactivate small brick kilns which fell into disuse 
during the post-war years of nationalization and 
discrimination against private industry; and a similar 
programme exists in the Ukraine, where discrimination 
against collective-farm enterprises had resulted in capa- 
city for annual production of about 800 million bricks 


13 The Chairman of the State Planning Office, Rudé Prdvo, 
24 November 1958. 

14 Viz, industrial enterprises subordinate to oblast and muni- 
cipal councils (cf. Survey for 1957, Chapter р. 33): these 
were not subject to the census of equipment. 


remaining idle in 1956.15 Other measures intended to 
mobilize some of the “reserves” in the economy in 
Czechoslovakia and Rumania were directed against 
pilfering of state property. Such losses were over 50 
per cent greater in the first six months of 1958 than 
in the same months of 1957 in Czechoslovakia,!® and 
the Government is preparing an ordinance on the 
problem. In Rumania trade unions were called upon 
to create “judgement councils ” in enterprises to try 
cases of minor thefts (up to 200 lei); and the courts 
stiffened penalties for larger thefts. 


kd 


> 


At the same time, financial incentives to managers 
of industrial and agricultural enterprises were variously 
revised to encourage а better use of capacity and 
other resources, following the devolution of industrial 
management introduced during the year in Czechoslo- 
vakia, eastern Germany and Bulgaria, and the gradual 
introduction of reforms earlier decided in Poland.’ 
In the Soviet Union, the use of output per unit of 
fixed capital as a planning parameter — as in Hungary 
— has been recommended by the Minister of Етапсе,18 
who has promised to study the numerous proposals 
put forward recently to increase enterprise self- 
financing 19 and to enlarge the incentive nature of the 


15 Voprosy Ekonomiki, No. 12, 1958, рр. 87-88. 

1в Rudé Pravo, 6 December 1958. 

17 See the SurveY for 1957, Chapter I, pp. 38-41 and the 
Economic Bulletin for Europe, Vol. 10, No. 1, рр. 34-35. In 
Bulgaria, new measures introduced in February 1959 are on the 
lines of the 1957 Soviet reform transferring industrial manage- 
ment from ministries to regional councils ; co-operative farms, 
under the planning authority both of these councils and of the 
Ministry of Agriculture, are to become responsible for rural 
industries and crafts in their villages. 

18 A Zverev, Pravda, 24 January 1959. 

19 Bg. A. Krylov, Kommunist, No. 6, 1957, р. 47 ; I. Usatov, 
Voprosy Ekonomiki, No. 6, 1958, p. 80; G. A. Kozlov, ibid., 
No. 7, 1958, p. 164. 
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enterprise fund (see section 2 below). The Bulgarian 
change of plan fulfilment measurement from gross to 
net production, as part of the 1959 planning reforms,”° 
was similarly directed at fostering better husbandry 
of resources by enterprises. The numerous measures 
to improve incentives for farmers are summarized 
in section 3 below. 


Manpower and Productivity 


Three countries of the region (the Soviet Union, 
Poland and eastern Germany) are at the present time 
confronted with the demographic problem of a 
reduced intake of new entrants to the active labour 
force. As Table 3 shows, the Soviet Union and all 
the countries of eastern Europe planned in 1958 to 
increase industrial employment in the state sector by 
some 1 to 4 per cent —in Albania by much more — 
and everywhere by less than the previous year’s 
increment (save in Hungary and Rumania, where no 
rise was registered in 1957). In all the Balkan countries 
and Hungary,” more workers were recruited than had 
been originally planned, though in Hungary and 
Rumania productivity still contributed more than 
employment to the growth of total output. In the 
Soviet Union both labour intake and productivity rose 
faster than had been foreseen. = 


In two countries, the Soviet Union and eastern 
Germany, these large productivity increments were 
obtained despite reductions in the standard working 
day. Soviet industrial labour productivity per man- 
hour rose by 9 per cent (compared with the rise of 
6 per cent on a yearly basis), the working day having 
been curtailed by an hour in ferrous metallurgy, 
coal-mining and the cement and concrete-component 
industries during 1958. A decree of 4 November 1958 
stated that the first stage of the current programme of 
reductions — the curtailment of hours in the arma- 
ments, aviation, shipbuilding, radio, fuel, metallurgical 
and chemical industries — was to be completed by 
mid-1959, and that hours in the remainder of engineer- 
ing and metal-working would be reduced from eight 
to seven by the end of 1959. The average statutory 
working week would thereby become 42.1 hours, as 
by the end of 1958.2 The directives on the Seven- 
year Plan voted by the XXI Congress of the Communist 
Party of the Soviet Union *4 foresee the later extension 
of the seven-hour day (five hours on Saturday) to 


20 The same reform has been mooted within the USSR State 
Planning Committee. 

#1 See the Survey for 1957, Chapter VII. 

Ва Hungary, manpower in co-operative and private industry 
also rose in 1958, by 8 per cent. 

472 hours in 1955. These data are based on statistics for 
1955-1957 in Trud, 22 January 1959 and, for 1958-1959, on 
employment in the affected industries (Promyshlennost SSSR, 
1957, p. 24). 


*4 Pravda, 8 February 1959. 


all other sectors, with a five-day working week of 30 
to 35 hours as the rule by 1968. A reduction of 
statutory working hours in eastern Germany averaging 
three hours per week was accompanied by a rise in 
productivity per man-hour by 11 per cent in 1958. 
In Czechoslovakia, Hungary and Poland, work 
attendance improved, and in Czechoslovakia was 
the best for many years (in industry 91.6 per cent of 
duty hours in the first ten months of 1958 compared 
with 90.1 in the same period of 1957), and in all three 
countries the improvement was largely attributable 
to a reduction in absences due to illness and accident. 
Nevertheless, Sunday shift working in Czecho- 
slovakia was extended from mining to building in 
September. 


There has been much recruitment for specific agri- 
cultural projects, usually under the egis of the 
official youth movement. In 1955-58, 1,950,000 Soviet 
young people went, under Komsomol arrangements, 
to Kazakhstan, Siberia, etc., for the virgin lands and 
other development campaigns;?> and in February 
1959 a new campaign was launched to encourage girls 
to migrate so that permanent households could be 
founded in the new areas. The Congress of the 
Czechoslovak Youth Union resolved in December 
1958 to encourage 40,000-45,000 youths annually 
to take up permanent work in agriculture; and in the 
first seven months of 1958 the Albanian Union of 
Working Youth sent 3,560 youths to work on livestock 
farms. 


The contrary movement from farming to other 
occupations is still, in most countries, a major source 
of industrial recruitment; and in Hungary the industrial 
labour lost by emigration after the uprising was 
compensated, mainly from this source, by early 
1958. Movement out of other non-farm sectors is 
continuing; and administrative services, already 
curtailed in recent years, are being further com- 
pressed. The abolition of industrial ministries in 
Bulgaria in 1959 will be accompanied by re-direction 
of many of their employees to production jobs; and 
in 1958 administrative employment fell by nearly 
100,000 from its 1957 level of 1.3 million in the Soviet 
Union, while 300,000 men were released from the 
armed forces. Soviet railway staffs have long been 
frozen, and will continue to be throughout the Seven- 
year Plan: in 1958 the exploitation staff was only 
1 per cent above that of 1955, although traffic (in ton- 
kilometres) had risen by 30 per cent, and by 1965 it 
will increase only by 4 per cent, against a traffic 
increment of 40-45 per cent.26 The Plan also foresees 
the release of 400,000 workers from forestry. 


5 Komsomol letter to the Party Central Committee (Pravda, 
30 October 1958). 


= M. Linkoy, Gudok, 14 January 1959 ; for the nature of the 
rationalizations proposed, see ibid., 20 December 1958. 


a 


In Poland employment policy in 1958 was directed 
mainly towards a redistribution of the labour force. 
As a result, a 1 per cent increment in employment in 
the socialist sector was accompanied by increases in 
staffs in trade (9 per cent), social services (8 per cent), 
transport (4 per cent) and industry (1 perscent); 
and by cuts in the central administration (14 per cent) 
and state farms (12 per cent). There was also an 
undesired fall of 1 per cent in the building labour 
force. Demand for male labour (particularly in 
building) remained in excess of supplies and there 
was no shortage of posts for technicians and qualified 
apprentices (partly because the extension of compul- 
sory education reduced the number of vocational- 
school leavers from 105,000 in 1957 to 75,000 in 
1958). However, the numbers of women unsuccess- 
fully seeking work rose, and it is hoped to increase 
employment opportunities for women in 1959.27 

In countries other than Poland, various measures 
were taken during 1958 to increment the normal 
growth of the manual labour force. In the Soviet 
Union the educational reform enacted in December 
1958 seeks to extend the combination of work with 
education and, at the same time, to instil acceptance 
of manual labour among secondary-school leavers 
(who tend to prefer white-collar jobs).28 Voluntary 
work on public-utility projects is being fostered in 
Rumania, and in eastern Germany, Bulgaria and 
Albania office workers are ordered to take up manual 
employment for one month in 1959 and subsequent 
years. The rapid development of agriculture in Bulga- 
ria, hoped for in 1959 under the revised Five-year Plan, 
is partly dependent on the organization of large-scale 
winter work — on irrigation, etc. — by peasants. In 
eastern Germany and Albania, an education reform 
similar to that introduced in the Soviet Union operated 
in the 1958/59 school year; and the new eastern 
German “ polytechnical ” curriculum brings school- 
children into contact with manual work at all stages 
in their education.7® 

Migration to western Germany continued to inten- 
sify the eastern German labour supply problem, but 
this movement has diminished. Emigration of manual 
labourers declined in 1958, but that of the liberal 
professions has noticeably risen: 


Registered migration from eastern to western Germany 


Engineers Medical Teaching 
aes aoe ts обо ana aap is 
(WOR 5-5 eo 6 Goo 252.870 2 583 344 4 555 
О. ee 279.189 РЭ 467 3 884 
2611622 2295 440 4 187 
о 202092 2529 1 242 5 611 


Source: Bulletin of the Press and Information Office of the German Federal 
Government, 27 January 1959. 


27 Trybuna Ludu, 27 November 1958 and 10 February 1959. 
28 See Economic Bulletin for Europe, Vol. 10, No. 3, р. 41. 


Since these figures cover only migrants applying 
for registration they are incomplete and cannot be 
compared with the roughly 50,000 a year registered 
arrivals in eastern Germany. However, the east 
German Statistical Office reported a net emigration 
of about 242,000 in 1957. The flow to eastern Germany 
in 1958 is reported to have slightly increased. 


External Balances and the Resources Domestically 
Available 


The contributions of rising employment and рго- 
ductivity to resources available for domestic use were 
supplemented in eastern Germany and, most probably, 
in the Soviet Union by the effects of changes in current 
balances of payments surpluses in 1958. By contrast, 
export surpluses, reversing the deficits of 1957, had 
been planned for 1958 in Czechoslovakia, Hungary and 
Poland;®° and these were achieved. For the first 
two of these countries improved terms of trade reduced 
the consequential slowing down of the growth of 
resources available for domestic use; but in Poland 
worse terms of trade further reduced the possible 
growth, in real terms, of domestic expenditures which 
rose by 4 per cent. 

The Soviet Union seems to have enjoyed _a slight 
ВН erms of trade in 1958, whereas 
they had probably deteriorated in 1957.31 Its imports 
and exports of raw materials are of the same order of 
magnitude; but whereas substantial amounts of the 
former are bought outside the “eastern” trading 
area, the latter are sold largely within the area and 
generally at prices ruling in “ western ” world markets 
in the previous year. The 1958 fall in world prices 
for certain primary commodities thus probably 
advantaged the Soviet Union. A more important 
element in the change in the Soviet foreign balance 
was, however, the stabilization of — or possibly even 
a fall in —deliveries of exports on credit and а 
substantial rise in the net surplus of imports from 
mainland China, reflecting debt repayments by that 
country. According to statements in November 1958 
by the Minister for Foreign Trade * of mainland 
China about the percentage increments in trade to be 
expected, the planned development was as follows: 


30 See the Survey for 1957, Chapter I, Table 14, for the plans 
of the last two countries. 


31 A volume index of Soviet foreign trade turnover (imports 
plus exports), released at the end of last year, points to an 
increase in unit values during 1957. The volume index rose 
from 1.6 in 1956 to 1.7 in 1957, while the value of turnover 
rose by 12 per cent. The apparent increment in volume if the 
indices were unrounded is shown in Table 1, but if the 1956 
figure was the extreme upward and the 1957 the extreme down- 
ward rounding, no change in unit values would be indicated. 
In 1957, compared with 1956, unit values in world trade were 
almost unchanged for primary commodities but rose for manu- 
factured goods ; and the Soviet Union is a net importer of the 
latter group. 


32 Quoted in New York Times, 8 November 1958. 
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Millions of roubles at current prices 


1955 1956 1957 1958 Plan 
Soviet exports to mainland 
Qt. eee aaa 2993 2932 2176 2440 
Soviet imports from main- 
fandeG@hiniapeets ene mrtee 2.574 By) AO) VCs 


Soviet balance of trade . - +419 —125 —777 —1190 


The pressure of domestic demand in China caused 
some export contracts with capitalist countries to be 
renounced at the end of 1958, and it is, of course, 
possible that deliveries to the Soviet Union in that 
year did not in fact reach the levels foreseen. Looking 
ahead, the deliveries of 5 billion roubles’ of industrial 
equipment by the Soviet Union—for 78 major 
industrial enterprises — now agreed for the period 
1959 to 1967 may imply a change to a Soviet export 
surplus with China in the fairly near future.** 


The scaling-down of Soviet occupation costs 
during 1957 (they were eliminated from 1 January 
1959) began for eastern Germany the transformation 
of deliveries to the Soviet forces from a charge on the 
economy into an invisible export with counter- 
deliveries on visible account.*4 At the same time the 
eastern German visible export surplus with the Soviet 
Union (needed mainly for debt service and freight 
payments) was run down in response to new credit 
deliveries by the Soviet Union. The over-all visible 
export surplus did not fall at all in value in 1958; 
but import prices fell and export prices seem to have 
risen. 


The Hungarian terms of trade and export surplus 
improved sufficiently for debt repayments to be 
advanced in 1958. At the end of the year two 
capital-development loans were negotiated with the 
Soviet Union,®® but their effects cannot outweigh 
the amortization of earlier debts still to be made 
in 1959 and subsequently. Czechoslovakia also bene- 
fited from improved terms of trade, obtaining 15.4 
per cent more foreign exchange for an increment 
of 10.8 per cent in export volume over 1957. Whereas 
during 1957 Czechoslovak export prices had fallen 
by 2 per cent over all and by slightly more in trade 
with other countries of the “eastern” trade region, 


33 This is not, however, certain since the credit element — if 
any — in the new agreement has not been clearly stated (see 
Pravda, 8 February 1959). The fact that mainland China has 
had a large visible export surplus with the Soviet Union (some 
of it probably required to meet a deficit on current invisible 
transactions and repayment of earlier debts) in recent years, 
despite the announcement in 1956 of an agreement on 2% billion 
roubles’ of goods to be delivered to China and “ to be subse- 
quently paid for by China in commodities”, suggests that 
probably only short-term “swing” credit is involved in such 
agreements. 

°4 Mr. H. Rau, Minister of Foreign Trade, Der Aussenhandel 
13 January 1959. 


*° In November of 110 million roubles for a nitrogenous 
fertilizer plant and in-December of 300 million roubles for an 
oil refinery and a hydro-electric station. 


the price rise of 1958 was almost exclusively due to 
improvements in “ capitalist” markets. Average unit 
values of goods imported from the latter countries 
fell by 1 per cent, but a small rise in prices paid to 
other trade partners exactly offset the gain. 


Poland obtained a loan from the United States 
Export-Import Bank of $25 million, but repaid short- 
term credits (contracted in 1956 and 1957) to the 
same amount. However, an agreement on delivery of 
$75 million of United States agricultural surpluses 
against payment in zlotys also provided additional 
supplies to the economy, and some credit deliveries 
were received in 1958 under agreements concluded with 
the Soviet Union the previous year. Export prices 
— notably for coal — declined steeply; and the 1958 
exports of $1,050 million would have made $1,175 
millions at 1957 prices. The much smaller fall in 
import prices provided only a partial compensation. 


Bulgaria too had some credit deliveries during last 
year under the agreements with the Soviet Union of 
February 1956 and February 1957, and in 1958 the 
visible export surplus fell by $26 million to $12 
million. Deliveries under further credit agreements 
with the Soviet Union, signed in July and December, 
will begin in 1959 and ап import surplus 15 planned for 
that year. Rumania, on the other hand, transformed 
a trade deficit in 1957 into a surplus in 1958; and 
Albania may possibly have gained its objective of 
further diminishing its trade deficit, predominantly 
with the Soviet Union. The rise in 1958 visible trade 
turnover in Albania was 30 per cent against a planned 
43 per cent.® Soviet assistance—including a 300-mil- 
lion-rouble credit — to the Albanian Third Five-Year 
Plan (1961-1965) has been announced; and a Chinese 
loan of 55 million roubles has also been promised 
for that period. 


°Тйе Share of Accumulation 


Irrespective of the rate of growth of output, or of 
the impact of developments in foreign trade on the 
growth of resources available for domestic use, 


investment including stock-building. This reversed 
the change in the pattern of development-of domestic 
expenditure in eastern Europe (though not in the 
Soviet Union) in 1956 and 1957, when consumption 
has been allotted a greater share than before of 
domestic product. Patently this had not signified any 


зв Мг. У. Kati, Deputy Minister of Trade, Zeri i Popullit 
12 November 1958: exports in tons were to rise 30 per cent. 
A gain was expected from selling petroleum products in place 
of crude oil (thanks to the opening of the Cerrik refinery) 
but oil output declined (see:section 4 below) although exports of 
chrome and copper expanded and of iron ore began. 
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modification of the objective further to industrialize 
these economies, and the growth of national income 
had, in fact, permitted a reduction of the share of 
accumulation without significantly diminishing its 
volume except in Bulgaria and Hungary.’’? At the 
same time there was in most countries a short-term fall 
in the marginal capital/output ratio, despite a rising 
share of non-productive investment in the total. This 
fall derived from the completion of long-standing 
industrial and other projects (upon which resources 
were particularly concentrated), from the allocation 
of more funds to investments yielding almost immedi- 
ate increases in output, and from the opening of supply 
bottlenecks in raw materials and energy, in some 
cases via a preliminary speeding-up of investment in 
stocks. These capital-efficient policies generally per- 
sisted in 1958. 


The coverage of the estimates of changes in fixed 
investment shown in Tables 1 and 4 varies consi- 
derably from country to country, being least compre- 
hensive in Bulgaria, and complete, or virtually so, in 
Czechoslovakia, eastern Germany, Hungary and 
Poland. For other countries preliminary indications 
suggest that, even though not all targets for centrally 
planned investment were reached, the impression of a 
generally substantial rise over the 1957 levels would if 
anything be reinforced if the whole field, including 
stockbuilding, were covered. In the sectors outside the 
area of central investment planning — notably collec- 
tive farming in the Soviet Union, Bulgaria and Albania, 
and private housebuilding almost everywhere — sub- 
stantial increments were recorded; and indeed house- 
building rose so fast as once again to run up against 
limitations in the planned supply of building materials 
in a number of countries. Such strains have led to 
capital outlay by local and co-operative industry in 
the Soviet Union in 1959 being once again frozen 
at its 1957 level. 


The share of housing in total fixed investment rose 


in most countries-in-accordanee—with_the_plans for 
195838 and in the Soviet Union, Poland and Hungary, 
the plan was exceeded. In Hungary the excess was 
10,000 dwellings over a plan of 32,000 largely attribut- 
able to — partly subsidized — private building. Hous- 
ing completions were, however, lower than in 1957 


37 Hungary, two years after the uprising, has recovered its 
capacity to accumulate, and accumulation (including foreign 
debt repayment) in 1958 was 5 per cent higher than in 1955 
though still 5 per cent below the 1953 level. Net fixed investment 
was as high as in 1956 but still some 20 per cent less than in 
1953. The combined total of stock accumulation and net foreign 
debt repayment amounted to 10 per cent of the national income 
after the heavy running down of stocks in 1956 and the stock- 
building financed from foreign loans in 1957. However, the 
rise in personal incomes came practically to a halt — even 
though the advancement in the years 1954 to 1957 was 
maintained. 

38 See ЗОВУЕУ for 1957, Chapter I, pp. 21-22, and section Oe 
and Economic Bulletin for Europe, Vol. 10, No. 1, pp. 38-39. 


TABLE 4 
Gross fixed investment in the Soviet Union and 
eastern Europe 


Billions of national currency at constant Prices а 
ee 


1958 1959 
Country 1957 

Plan Actual Plan 

Albaniaterus nes Ge: ee 11.0 9.7 13.6 

Ва 3.5 AD AWD) ope 
@zechoslovakiawe mea 31.6 34.8 S33), 37.36 
Eastern Germany .. . 10.5 WPS fo? ПИ 14.7 
Hungary aves NGL о = PAE 
Рода Arts sees Oe 62.4 64.4 65.4 71.0 
Rumanian en в о па 1307) 13.3 15.3 17.6 

И ом 5 5g en | И 204 198 РЭ 


Sources and coverage : See note to Table 1, and Appendix В. 


а Data for eastern Germany and Hungary are in current (but virtually un- 
changed) prices. For other countries the base year prices are: Albania and 
Bulgaria 1956; Czechoslovakia and Poland 1958; Rumania and the Soviet 
Union 1955 (but in the case of the Soviet Union at 1956 standard tariffs). 


Ь During the year the plan was apparently revised upwards to 4.3 billion levas. 


С A statement in Rudé Ргауо, 23 January 1959, implies that in current prices 
this would be Kés 44 billion. 


d The first official announcement on investments in 1957 reported a decrease 
by 15 per cent by comparison with 1956 (see Népszabadsdg, 2 February 1958), 
which represents 9.8 billion forints — probably at comparable prices. 


е Jnitial plan was 10.9 billion forints. 


in eastern Germany and Czechoslovakia, though 
investment in dwellings nevertheless rose, while in 
Rumania housing construction — and indeed total 
social investment — in the state sector declined. In 
most countries the trend in total social amenity 
construction has been upward, but in the Soviet 
Union the diversion of capital allocations from heavy 
industry to such objectives by sovnarkhozy led to the 
institution of stricter controls.*9 


Stock-building almost certainly increased in Czecho- 


slovakia, eastern Germany amd—Hungary—in_1958. 


In Rtmania some run-down of consumer-goods stocks 
had been planned as a consequence of the wage reform 
at the end of 1957. In Bulgaria stocks of foodstuffs 
declined, but those of manufactured consumers’ goods 
probably rose. The substantial stocks of consumers’ 
goods imported from the Soviet Union to cover the 
lifting of rationing in late 1957 were undoubtedly 
drawn upon by Albania, and there was also some 
de-stocking of consumers’ goods in eastern Germany. 
In Poland stock increments in 1957 had been very 
largely raw materials; but in 1958 stocks of consumers’ 
goods rose and total investment in stocks and work 
in progress can have changed very little.*° 


39 Under the regulations noted in footnote 12 above. For 
the diversions criticized, see editorial in Pravda, 13 August 
1958; L. Slepov, ibid., 1 September 1958; A. Vozyakov, Sovet- 
skaya Rossiya, 26 August 1958; Planovoe Khozyaistvo, No. 8, 
1958, loc. cit.; and Izvestia, 5 October 1958. 

40 The 4 per cent rise in disposable national income in Poland 
is reported to have been absorbed by increases of 4 per cent in 
both consumption and total accumulation, within which net 
fixed investment rose by 9 per cent. 
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Few data on the composition of industrial invest- 
ment are yet available. In Bulgaria the upward revision 
of production targets for 1962 was accompanied by a 
sudden spurt of centrally planned investment in 1958, 
which must have included many new projects, and a 
similar rise in investment is likely to -have occurred in 
Rumania and Albania. Elsewhere, the completion of 
the projects under the current 1956-1960 Plan has, of 
course, been a major objective; but capital repairs and 
replacements, especially in Poland and Hungary, and 
modernization in Czechoslovakia and eastern Ger- 
many, seem to have continued to receive some priority, 
assisted by the somewhat greater autonomy in this 
field given to enterprises.*! In the last two countries, 
investment in. equipment rose faster than industrial 
construction: in eastern Germany it was one-third 
greater than in 1957 and virtually the whole increment 
of output of equipment was absorbed at home, a 
10 per cent rise in exports being accompanied by a 
doubling of imports. 

Equipment supplies played some part in regulating 
the sector allocation of investment in the Soviet 
Union, and inadequate deliveries of plant were said 
to have held back fulfilment of the huge increment 


41 Principally by raising depreciation charges and the share of 
them retained by enterprises. Investment out of decentralized 
funds rose particularly fast in Poland. 


planned in chemicals investment.*# The data so far 
available on the pattern of Soviet gross fixed invest- 
ment are summarized below: 


Percentage increments over previous year, in constant prices 


1958 1958 1959 
Plan Actual Plan 
Chémicals#? a. пои = 54 39 71 
Ferrous metallurgy .......- 27 е 32 
О ая eee a 
а о 0" WLM RB } 31 es } 23 
Electric power stations ..... oe 5 “ 
[Bypass с особое <: о 33 
ВиЦате таемав в yee ag 25 
Timbereandsp2 peta ее a 2 
Textiles, clothing, leather and food me 16 a 
JSUT ne ae ae oo oa cet 19 58 17 


Sources: SSSR у tsifrakh, р. 447; Izvestia, 27 January and 23 December 
1958, and 16 January 1959. 
a Decrease planned. 


The expansion of investment in the chemicals 
industries is also being pressed vigorously in some 
eastern European countries, notably in eastern Ger- 
many, Poland and Rumania (where it rose by no less 
than two-thirds in 1958). 


42 у. Fedorov, President of the State Committee on Chemicals 
of the USSR, Pravda, 14 January 1959. 


2. INCOMES AND CONSUMERS’ SUPPLIES 


The general picture of the markets for consumers’ 
goods in eastern Europe and the Soviet Union in 1958 
shows a much better balance than last year, achieved 
largely by a virtual stabilization of average per capita 
real incomes in Poland and Hungary and marked 
reductions in rates of increase in most other countries. 
Only in Albania were average real incomes allowed 
to increase faster than in 1957—and in eastern 
Germany nearly as fast. With demand thus kept in 
check, and the generally more than proportionate 
increases in supplies of consumers’ goods, the strains 
of 1956 and 1957, when consumers’ purchasing power 
in many countries rose faster than the available 
supplies, were substantially relieved. 


Changes in Incomes and Consumption 


After the extraordinary rise of real wages in 
Hungary and Poland in 1956 and 1957 (illustrated 
by the figures in Table 5) wage increases were 
granted in 1958 to only a few selected categories, 
mostly those left out of the wage settlements of the 
preceding years — such as teachers and workers in 


health services in Poland. In Hungary also, teachers’ 
salaries were raised by 13 per cent on 1 January 1959, 
and wage adjustments for some workers in the 
health services were put into effect a month later ; 
but in 1958 the only increments in per capita non- 
farm incomes were due to the somewhat expanded 
benefits accruing to wage-earners from the profit- 
sharing schemes* and to a further increase in 
activity rates in the non-farm population. Total wage 
bills in the two countries were held down — in 
Hungary even below the planned level — partly by 
tighter wage discipline, including more efficient 
control of banks over enterprise finances; 44 but 


131 both Hungary and Poland distributions to workers 
from enterprise funds — not included in the data in Table 5— 
amounted to about 2 per cent of the total wage fund and rose 
somewhat above the 1957 level (see below). Elsewhere they 
were of negligible magnitude. 


McG Some enterprises in Hungary introduced also the so-called 

* time-wage system linked to efficiency standards ”, which means 
in practice that no higher earnings are paid for above- standard 
performance, but deductions are made if the required standards 
are not met. 
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TABLE 5 


Changes in per capita nominal and real wages 


Percentage increases over preceding year 


ii Mh aL) AL oA ee eee 


Nominal wages Cost of living Real wages 
SONY 1956 iss ee ee 1957 1958 1956 Е 1959 
Plan Actual : ace Plan Actual Plan 
Albania 
Bie В. Os ay a x 1 a —5 ee 4 
Bulgaria. Py Oot: a 2.4 4.3 2.1 2.3а | —6 agi 9 к. : 
Czechoslovakia ...| 39 20 ^^ об о О и 6 
о О о Е 5 260 
Hungary .... 80 162 2.64] —1 (49 40) И 4, 
: ; a i — : 6 9.1 14.5 4.6 2.0 4.0 
Poland TR esi aas te вь 10.9 19.4 3.4 6.3 —1.0 7.0 227] 12 11.6 3.5 BS 
Rimaniae Ss) м». - a 10 7 7 ie . 
Soviet Union 3.6 7 54 


Sources: Plans, plan fulfilment reports and national statistics: Hos 
у J 5 ; Hospo- 
dafské Noviny, Nos. 35 and 50, 1958; and Népszabadsag, 10 December 1958 


Nore. — Figures in this table refer to all wage-earners (in Hungary ex- 


ee the co-operative sector) except in Bulgaria, where they cover industry 
only. 


perhaps of more importance in Poland was the 
negligible expansion of non-agricultural employment, 
due partly to demographic causes and partly to 
attempts to reduce labour redundancies. 

Real farm incomes also fell slightly in Hungary, 
in the face of a worse harvest and reductions in 
farm prices. In the first ten months money incomes 
were the same as in the same months of 1957, 
implying a fall of about 5 per cent in real terms 
following the rise of about 16 per cent in 1957: by 
contrast, the money receipts of Polish peasants from 
state purchases increased by as much as 15 per cent, 
due partly to the rise in prices paid for compulsory 
deliveries of grain and potatoes and to further 
declines in the share of these deliveries in total 
sales.45 Though this rate of growth of incomes was 
less than the 32 per cent rise in 1957, it was not 
accompanied by such steep increases in prices of 
farmers’ supplies as occurred in that year. A welcome 
rise in the proportion of animal products in total 
farm output produced a more regular flow of farm 
incomes over the year, both in Poland and in 
Hungary. 

Thus the virtual stability of total personal con- 
sumption in Hungary in 1958 (a rise of between 
1 and 2 per cent is reported) probably reflects 
slightly more unfavourable developments among the 
farm population than for other groups. In Poland, 
on the other hand, the 4 per cent rise in the volume 
of total personal consumption probably benefited 
the farm population more than others, even though 
a part of the rise in farm incomes was devoted to 


investment. 
45 Wiadmomsci Narodowego Banku Polskiego, No. 12, 1958. 


@ First nine months only. 

Ь Increase in wage fund. 

с In industry only. 

d Refers to total working population. 


In Czechoslovakia also, the 1.8 per cent rise in 
per capita real wages in 1958 was well below the 
increases registered in the two preceding years; and 
total per capita personal consumption seems to have 
remained stable,#® suggesting the probability of a 
similar stability, or even some decline, in the real 
incomes of peasants. This cautious policy towards 
personal incomes seems somewhat surprising in view 
of the 8 per cent increment recorded for net domestic 
product in 1958 and the growth of fixed investment 
by only 5 per cent. The swing round, between 1957 
and 1958, from a rapid growth of imports combined 
with virtually stable exports to a marked rise in 
exports and fall in imports (see Table 1 above) must 
have considerably reduced the rise in resources avail- 
able to meet domestic expenditures; but it never- 
theless seems highly probable that investment in 
stocks increased. This may have been the result of 
a decision to build up reserves of consumers’ goods 
in preparation for the large-scale wage reforms stated 
to be imminent; but a cautious policy in 1958 may 
also have been dictated by fears that a considerable 
part of any rise in real personal incomes, even if 
brought about by price falls for manufactured con- 
sumers’ goods, would raise demand for foodstuffs 


48 Мг. О. Simunek, the Chairman of the State Planning Office, 
quoted the figure of 16-17 per cent for the increase in personal 
consumption over the years 1955 to 1958. (Rudé Ргаъо, 4 Моует- 
ber 1958.) According to official statistics, personal consumption 
increased by 6.1 per cent in 1956 and by 8.8 per cent in 1957, 
implying that the increase in 1958 over 1957 was less than 
1 per cent, against the planned increase of 4.9 per cent. 
According to the Plan Fulfilment Report, aggregate personal 
consumption rose by 2 per cent in 1958. 
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and — in view of the very slow growth of agricultural 
output — the import bill.47 


The main changes in real incomes in eastern 
Germany in 1958 occurred in connexion with the 
abolition of food rationing.*8 Compensations (through 
wages or social security benefits) for the resulting 
price increases, together with some other wage 
increases and price reductions in the course of the 
year, expanded the total real purchasing power of 
the population by DM 3.1 billion or the equivalent 
of about 9 per cent of aggregate personal incomes 
—little different from the rate of increase registered 
in 1957. This time, however, the impact on income 
structures was different: whereas in 1957 the main 
beneficiaries were pensioners, the 1958 improvements 
affected most favourably wage-earners, particularly 
those in the lower income brackets, and large 
families, partly at the expense of earners of. incomes 
in the private sector. The retail price consolidation 
was combined with a reduction of the margin between 
the prices of compulsory deliveries and of free pur- 
chases from farms, without any consequential change 
in farm incomes for a given volume of deliveries. 
In fact, deliveries and farm incomes rose somewhat 
in 1958. 


In 1958 global consumption per gainfully occupied 
person in the Soviet Union was stated in the annual 
plan fulfilment report to have risen by 5 per cent, 
but the usual break-downs for workers and for 
collective farmers were not quoted. The figure 
included all civilian collective consumption (educa- 
tion, health, social security outlay, holiday accom- 
modation, etc.), global expenditure on which rose 
by 6.4 per cent, so that real personal incomes 
(including incomes in kind of collective farmers) 
probably rose by a little less than 5 per cent.49 Since 
there were no major wage increases during the уеаг,50 


47 Domestic food supplies were probably not higher in 1958, 
in spite of the reported increase in gross agricultural output 
by 314 per cent, since the 1957 output was lower than that of 
1956. Furthermore, it has been stressed (see, for instance, 
Hospodarské Noviny, Nos. 51-52, 1958, and Rudé Ргауо, 26 Ja- 
nuary 1959) that further important improvements in real incomes 
will have to be accompanied by substantial expansion. of agri- 
cultural output. This points to the existence of unsatisfied 
potential demand for foodstuffs, on the one hand, and to 
unwillingness or inability to raise the net food import-bill on 
the other. Food imports rose by 12 per cent, in dollar value, 
in 1958 and food exports (mainly sugar) by 33 per cent; but 
the absolute increments in dollar values were practically the 
same. 


“Рог a more detailed analysis, see Economic Bulletin for 
Europe, Vol. 10, No. 2, pp. 9-11. 


*° According to case data analysed in a paper submitted by 
the Academy of Sciences of the USSR to the thirty-first session 
of the International Statistical Institute in 1958, the ratios of 
social benefits to wage incomes varied from around one-third 
to one-half among various types of wage-earners’ families. 


°° Most of the wage reforms noted in footnote 53 below were 
put into effect late in the year. The effects on the 1958 wage bill 


it is certain that real wages increased by less, and 
farm incomes by considerably more, than the over- 
all average. This would be in line with the long- 
term trend, which showed that peasants’ real incomes 
in 1958 had increased by as much as 60 per cent 
since 1952, whereas between 1952 and 1957 real 
wages had increased by 30 per cent. Among other 
factors contributing to the more rapid rise in 
peasants’ incomes in 1958 are, on the one hand, the 
record harvest and the increase in the collective 
farms’ money receipts 51 and, on the other, the net 
effect of retail price adjustments which were some- 
what less favourable to the workers. 

The rather steep increases in nominal wages in 
Rumania in 1957 and 1958 (by 10 per cent and 7 per 
cent respectively), though accompanied by significant 
price increases, facilitated the carrying out of a wage 
reform the objectives of which stemmed from dis- 
satisfaction — common to most governments of the 
area — with the incentive structures of the past wage 
system.52. The table below indicates the changes 
made in Rumania in 1958, increasing the share of 
basic wages in total earnings at the expense of 
payments for over-fulfilment of norms, extending 
application of time-rates and tightening up or 
“putting on a scientific basis’”” work norms considered 
too lax in the past. 


Before reform After reform 
(Percentages of total earnings) 
Derivation of earnings in industry 


Вазе. WARES. ее ео 61.7 79.1 

Over-fulfilment of norms . ... . 26.2 9.2 

Рена: бис. ЗАВ >. ое, 5.6 4.8 

Othersupplementssa: floes - 6.5 6.9 
Piece-rate workers as percentage of 

total 

IMindusthy sa pars ae ke 74.8 58.0 

Lomo UMNO бон cl See Se cee 85.2 76.0 
Average percentage over-fulfilment of 

norms in industry ... se es 100 120 


Sources: Economia Romineasca, January-February 1958; Scinteia, 
6 February 1958; Munca, 26 July 1958. 


Similar reforms have been introduced more 
gradually in other countries, including the Soviet 
Union,®* since 1956 ; but they were obviously slowed 
down in 1958 by the halt to increases in money 
incomes in most countries, which left less room for 


have not been stated, but the 1959 plan foresees an increment 
of 7.8 billion roubles (or around 1 № per cent) to the wage bill 
as the result of these reforms. 


51 See section 3 below. 
52? See the Survey for 1956, Chapter I, section 6. 


53 In the Soviet Union the completion of the reform by 1962 
is foreseen. In 1958 wage reforms were introduced in metallurgy, 
coal mining, chemicals, cement making and other less important 
branches. For details, see Sovetskaya Rossiya, 22 January 1956; 
Sotsialistichesky Trud, No. 12, 1958, pp. 70-73; and Gudok, 
6 June 1958. 


ia 


’ 


Chapter 1 — Page 13 


—= 


Е. - 


TABLE 6 


Changes in the current values of turnover in retail trade 


Percentage increases over preceding year 


ЕЕ a ae ВИО ВИА Вен 


All commodities 


Soviet Union 14.2 


Sources : Plans, plan fulfilment reports and national statistics; Der Handel, 
No. 5, 1958, p. 258; and direct communication from the Bulgarian Government. 


Nore. — Data refer to state and co-operative trade, except for eastern 
Germany and Hungary, where the private sector (other than peasant markets) 


manceuvre in adjusting wage tariffs and inter-industry 
differentials.5+ At the same time other objectives of 
wage and social policies launched in 1956 — such as 
the improvement of the relative position of the lower 
income groups, of large families and of pensioners — 
have been pursued in 1958 or are embodied in the 
1959 plans. 


Thus ‘old portfolio”’ pensioners have been given 
full rights in Poland; and a law abolishing the 
distinction between the “old” and the “ пех” old- 
age pensioners also comes into operation in Hungary 
on 1 January 1959, implying a rise of about 30 per 
cent in the total pension bill. In Bulgaria, pension 
funds increased by 30 per cent in 1958, partly due 
to their extension at the end of 1957 to cover the 
farming population. A more generous social insu- 
rance law was introduced in Albania in December, 
affecting old-age pensions, disability, sickness and 
pregnancy benefits. In Czechoslovakia, it is planned 
to raise still further the already quite substantial 
family allowances for the third and each consecutive 
child,55 and in Hungary allowances are now paid 
unconditionally for children up to the age of 16. 
The institution of generalized family allowances in 
eastern Germany more than compensated for the 


54 п Hungary, however, managers of enterprises set aside a 
part of the wage fund to provide a reserve which could later 
be used for small adjustments in relative wages. 

55 The scales of benefits will change as follows (Ké¢s рег 
month) : 


Old scale New scale 
ist child) cae ое 70 No change 
2G CHIU) wus) subst о а $ 100 No change 
Srdechildlfes so. a Вов 140 240 
inclu ооо oO a о 180 240 
ОНИ смо оо в 220 240 


The average monthly wage is about Kés 1,300. 


Food 4 Non-food 
Country 1958 1959 we 

158 Sy SIE rae! 1957 Sian дса 956 9,1951 Fan agua Hid 
Atbania $0) dfn aes 18 42225763157 32744645 
Bulgaria о iat a АА 6.6 127 
Czechoslovakia ...| 6.7 69 40 14 47 И О: 
Eastern Germany ..| 32 67 40 95 (11 305" 94" 4 ко 
Hungary .... о. ОО м И ЕЕ 15.5 313.0’ 115 5 
Вад Г. 3. 161612297 Wee 187) 103 184 283 6.15 
Кана о. 10.0 13.0 120 375 95 120 15.7 3.6 6 


is included. For the coverage of “food” and “non-food” categories, see 
reference in Appendix B to Chart 1 of Chapter IV. 


@ Including public catering. 
Ь First nine months only. 


loss of earlier cheap rations for children. Some 
reductions in salaries of the most highly paid officials 
etc. were made in eastern Germany; and the new 
tax law introduced in Poland levies a stiff tax on 
very high incomes — 65 per cent on revenues above 
25,000 zlotys per month (the average monthly wage 
in the socialist sector is about 1,500 zlotys). 


Consumers’ Supplies 


As might have been expected, retail sales generally 
moved parallel to changes in incomes in 1958; and 
only in Albania, Bulgaria and eastern Germany was 
the rate of expansion of shop trade 58 faster than in 
previous years (see Table 6). As far as can be judged 
from available information, there have been im- 
portant price changes only in Albania, eastern Ger- 
many — where, as has been mentioned, price adjust- 
ments followed de-rationing — and Poland. According 
to the Polish data for the first half of the year (and 
some stabilization was reported in the second half) 
the retail price index increased by 6 per cent for 
foodstuffs and by 4.4 per cent for manufactures, 
including producers’ goods sold through the retail 
network.57 In Albania a 7 per cent cut in the 
average level of retail prices was made in 1958; 
and the volume of retail sales rose rather more than 
the figures in Table 6 suggest, despite the inflation 
of the statistics as more private traders were absorbed 


56 In Poland direct sales of agricultural products from farm 
to consumer increased considerably, and the figures in Table 6 
somewhat underrate the over-all growth of sales, but in Hungary 
the opposite was true. 

57 Wiadomosci Narodowego Banku Polskiego, No. 12, 1958. 
However, the over-all cost-of-living index rose by only 2.7 per 
cent from 1957 to 1958. 
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into the co-operative network. In the Soviet Union 
a comparison of index numbers of volume and value 
of trade suggests a 2 per cent rise in retail prices 
from 1957 to 1958. 

Lack of demand seems to have limited sales of 
some goods, such as textiles, in a number of coun- 
tries; and this, combined with the effects of the 
often slow response of production to changes in 
consumers’ preferences, tended to restrain the growth 
of total non-food sales despite the continued very 
strong demand for many such 20045.58 Moreover, 
the tendency for income increases to be concentrated 
on the lowest paid workers, pensioners, etc., probably 
raised demand for food more than would have been 
the case had they been more evenly spread over all 
income groups. 

As has been noted in section 1 above, stocks of 
consumers’ goods were drawn down in Albania, and 
probably in Rumania, while in Bulgaria a fall in 
food stocks was almost certainly accompanied by a 
rise in stocks of other consumers’ goods. In Czecho- 
slovakia and eastern Germany stocks of consumers’ 
goods seem, on balance, to have risen—as they 
certainly did in Hungary (by about 8 per cent) and 
in Poland. In all these countries “ unplanned ” 
building up of stocks of some products was a feature 
of 1958. In Poland, for instance, the planned increase 
in trade stocks (from less than 4 billion zlotys in 1957 
to more than 8 billion in 1958) was greatly over- 
fulfilled ; and, in addition, stocks of finished goods 
to the value of around 3 billion zlotys accumulated 
in industry. These increases have been almost 
exclusively in non-food stocks. 


The general expansion of output and home- 
market supplies of non-food consumers’ goods, and 
such products as tools and building materials, in 
recent years has not only raised the living standards 
of the town populations, but also provided an im- 
portant element in the increased incentives for 
peasants to expand farm output and sales. The point 
has now been reached in some countries at which 
— provided that there is no new investment drive so 
intense as to require reconversion of capacity or 
diversion of materials and fuel supplies away from 
consumer-goods production — the future growth of 
output of manufactured consumers’ goods seems 
virtually certain to outstrip that of foodstuffs for 
some time to come. At the same time, per capita 
demand for foodstuffs — particularly for higher quality 
foods — at present relative prices seems still to be 
growing fairly rapidly everywhere although, as noted 
above, it has already slackened for some other goods. 
In all countries for which data are available, food 
sales rose faster than non-food sales in 1958, despite 
a drop in sales of alcohol in nearly all countries of 


88 See Chapter ТУ, section 3, below. 


the region including the Soviet Union. Moreover 
the relative rates of growth of sales of food and of 
other goods were markedly different from those 
planned. Falls in sales volume were reported in 
Poland for textiles, shoes, radios, sewing machines 
and other items for which supply difficulties could 
not provide the explanation; and textiles sales fell 
also in Hungary. 

Given the apparent unwillingness to raise net 
import-bills for food and the real difficulty of many 
of these countries in rapidly expanding exports of 
manufactures to outside the region, a policy of 
attempting — by price reductions, advertising or other 
means — to divert a greater share of increments of 
total consumers’ purchasing power towards manu- 
factured goods would seem, at least in the short run, 
to be геазопаЫе.5 In fact, price adjustments were 
decreed towards the end of 1958 in Poland and Bul- 
garia which, in the former country, involved reduc- 
tions of some 20-30 per cent for some fabrics, articles 
of clothing and consumers’ durable goods and, in 
Bulgaria, reductions of 20-40 per cent on some 
consumer-durables, 7-10 per cent on motor-cycles, 
20 per cent on leather products, and other minor 
changes. Substantial price cuts were reported in 
eastern Germany for leather products (including 
shoes), for which surplus stocks were accumulating, 
and for some other manufactures. In the Soviet 
Union price cuts affected television sets, cameras 
and children’s wear made from artificial fibres. 


The Strengthening of the Role of Enterprise Funds 


In Hungary and Poland, and to a lesser extent in 
Czechoslovakia, Rumania and the Soviet Union, 
1958 witnessed further experiments with the idea of 
increasing incentives through workers’ participation 
in enterprise profits.©° No final decision seems yet 
to have been reached in any country either on the 
appropriate definition of profits for this purpose or 
on the principles on which the shares of workers 
should be determined and distributed. 


In Hungary the 1957 system of transfers to enter- 
prise funds based on achievement of a somewhat 
arbitrarily assessed planned profit was transformed 
into one in which transfers in 1958 were made only 
from “ extra profit’? resulting from reduction of costs 
below their level in the second half of 1957. The 
actual share of such profit transferred depended, 
however, on the decision of the supervising ministry 
in each branch of industry. 


aS The call to “re-educate ” consumers in this direction has 
been voiced in several countries recently. See, for instance, 
ae Gospodarcze, No. 50, 1958, Der Handel, No. 1, 1959, 
p. 8. 


°° See the Survey for 1957, Chapter I, and Economic Bulletin 
for Europe, Vol. 10, Nos. 1 and 2. 
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In Poland, the 1957 reform had raised, for a large 
sector of the economy, the statutory transfers to the 
enterprise fund on the attainment of the profit plan 
from the equivalent of 0.5 per cent to 1.5 per cent 
of the wage bill, and increased the allowance trans- 
ferable on over-fulfilment of this plan from 10-30 per 
cent to 50 per cent of the over-plan profit. A new 
set of regulations issued in March 1958 — originally 
valid for one year only, but now extended to the 
end of 1959—altered the basis of calculation of 
transfers to enterprise funds from actual profit to 
the rise in profits over the previous year’s level. The 
same amount was permitted to be transferred in 1958 
as in 1957 providing that total profit was at least 
80 per cent of that in 1957, and additional sums 
became transferable if the 1957 level was exceeded. 
Some provision was made for adjustments to take 
account of changes in prices, employment, etc. ; but 
transfers do not seem to have been tied so precisely 
to cost reductions as in Hungary. This change was 
motivated partly by the view that the incidence of 
profits varied too much from one enterprise to 
another — for reasons unrelated to labour productivity 
or managerial! skill—to provide a solid basis for 
rewarding efficiency, and partly by the desire to 
thwart the attempts of enterprises to manipulate the 
ratios of planned to unplanned profits in order to 
maximize increments to the fund. 


Under new regulations introduced on 1 January 
1959 in Czechoslovakia, payments are made to the 
enterprise fund only if the profit and the sales plans 
(rather than the profit and the cost plans as hitherto) 
have been fulfilled, whereupon the equivalent of 
0.5 per cent of the wage fund, plus a percentage of 
over-plan profit (up to 0.2 per cent of the wage fund) 
may be transferred. These are markedly lower rates 
than those allowed previously (hitherto the equivalent 
of 1.2 per cent of the wage fund was transferable 
on the fulfilment of the plan); but the new rules, 
whilst restricting disbursements from the enterprise 
fund to social welfare schemes, introduce also a 
separate premium fund — largely destined to reward 
the technical and administrative staff and workers 
achieving exceptionally good results. The size of 
this fund is to depend basically on the rise in profit 
over the previous year, also with some adjustment 
to relate this to genuine cost reductions.*t 


In the Soviet Union, complaints were made that, 
being based solely on profits, the allotments to the 
enterprise fund are smaller per worker the more 
labour is employed per rouble of output, and that 


61 The “norms” determining the relation between increase 
in profit and the increment to the premium fund have not yet 
been fixed and are to be introduced gradually; but it has already 
been estimated that in 1959 transfers will amount to about 
3% per cent of the industrial wage bill (Rudé Ргауо, 4 Novem- 
ber 1958). 


the proportion of enterprises within various branches 
obtaining any allotment varies inversely with the 
share of wages in the total cost.62 Another source of 
dissatisfaction with the existing system is the rule 
according to which a part of the fund is spent on 
investment in plant—a purpose unrelated to the 
incentive character of the enterprise fund. As already 
mentioned, the system is to be reviewed. 


The differences of approach both to assessment of 
profits and to the determination of the share to be 
allocated to the enterprise fund are also extended 
to the ways of subdividing the fund between housing 
and other social amenities, on the one hand, and 
individual payments and awards, on the other. In this 
field there is a basic difference between practices in 
Poland and Hungary, and those in all other coun- 
tries of the area. In the first two countries, an over- 
whelming part of the fund —about 85 per cent in 
Poland and 75 per cent in Hungary—is now 
distributed in cash to enterprise employees, whereas 
in the other countries the (considerably smaller) funds 
are largely devoted to collective consumption. One 
reason for the setting up of a separate premium fund 
in Czechoslovakia is to facilitate control over the 
enterprise fund, too much of which had apparently 
been devoted to money awards while the part sup- 
posed to be spent on cultural, health, and other social 
purposes was not always fully utilized. Similarly, in 
Rumania, where enterprise funds tripled over the 
last three years, it was considered that too large 
a share had been distributed in individual payments : 
the new rules introduced in October 1958 therefore 
set a limit of a mere 5 per cent for distribution in 
cash and insist on at least two-thirds being used for 
construction of dwellings. As in Czechoslovakia, 
however, technical and administrative employees are 
to receive awards from a different fund specially 
created for the purpose. In the Soviet Union a decree 
published on 2 August 1957 required enterprises to 
devote the bulk of their funds (up to 70 per cent) to 
housing projects. 


In Poland and Hungary, the distribution of indi- 
vidual rewards has largely been left to the discretion 
of enterprise authorities, the source of final decision 
varying with the strength of the workers’ representa- 
tion. In Czechoslovakia, the powers of the director 
over the enterprise fund were, from 1959, largely 
taken over by the trade unions (but his voice is still 
decisive for the granting of bonuses from the 


62 An example of such inverse correlation in engineering was 
quoted in an article in Voprosy Ekonomiki, No. 6, 1958 (p. 76) 
which shows—at one extreme — textile engineering, where 
wages constitute 48 per cent of costs, having 28 per cent of 
enterprises qualified for the allotment, whereas among the 
enterprises producing accumulators, where wages amount to 
only 15.2 per cent of the cost, as much as 93 per cent of enter- 
prises gained this right. 
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TABLE 7 


Disbursements from enterprise funds in Poland 
in 1957 and 1958 


Individual pay- 
ments out of enter- 
prise funds as 
percentages of 
wage funds 


Share of individual 
payments in total 
enterprise funds 


1957 =: 19584 1957 1958 


National есопоту..... 0.7 2.0 66.3 84.1 

ОИ в: в 1.1 3.1 62.1 82.8 
of which: 
Mining and electric power . . 0.8 2.9 67.4 80.6 
Heavy industry... -.s «= - 1.4 3.5 61.3 80.6 
Chemical industry ... . . 1.7 4.5 66.8 88.1 
Бао о 1.2 4.8 58.8 89.9 
О Е ее se О 2.3 4.0 48.3 73:3 
Small-scale industry and handi- 

Ста: ee 0.4 2 69.3 81.8 
Agriculture and forestry . . 0.2 0.4 7103 Hes 
Вр mech cies 0.7 Balt 92.5 87.7 
a ranSpOLtte ec smeraete ene: 0.4 0.8 78.9 78.5 
pha Glaeser ое ot anna 0.2 55) 83.8 95.4 


Sources : Biuletyn Statystyczny, No. 5 and No. 10, 1958; and direct com- 
munication from the Government, 


Note. — For large economic sectors (industry, agriculture, etc.) the data 
are homogeneous in that both for the enterprise fund and the wage fund they 
refer to enterprises subordinate to the central and local governments. The 
ratios for industrial branches in columns 1 and 2, however, compare the 
enterprise funds of the centrally directed enterprises with the wage funds of all 
enterprises, The total amounts distributed from enterprise funds of the 
excluded enterprises amounted to around 20 million zlotys in 1957 and 73 mil- 
lion zlotys in 1958. Since most of these sums were distributed by the food and 
small-scale industries, it follows that the ratios for these branches are signifi- 
cantly under-stated. Total payments for the centralized food and small-scale 
industries amounted to 81 million zlotys in 1957 and 158 million zlotys in 1958. 


@ Disbursements in the first half of the year amounted in total to about 
2.5 billion zlotys. 


premium fund). Under their new terms of reference 
issued on 15 July 1958, similar rights have been 
granted to factory trade union committees in the 
Soviet Union. 


The financial significance of the incentives offered 
to Polish and Hungarian workers under their profit- 
sharing schemes should not be exaggerated: the 
awards granted from this source amounted, in 1958, 
to no more than 2 per cent of the total wage fund 
in both countries; and an amount equivalent to 
812 per cent of the annual wage bill is the maximum 
which may be distributed by any enterprise in Poland. 
Elsewhere the whole enterprise fund rarely exceeds 
the equivalent of one-half of 1 per cent of the wage 
fund. 


The Polish data in Table 7 show a considerable 
increase in total payments over the 1957 level but 
considerable variations among economic sectors. 


83 In the Soviet Union the average total of individual pay- 
ments out of the fund amounted to around 0.5 per cent of the 
wage bill in 1956 and 1957 (Voprosy Ekonomiki, No. 1, 1959, 
р. 46). Judging by the planned 38 рег cent increase in the volume 
of unallocated profits of Soviet enterprises (i.e., not allocated 
to the Budget, fixed or working capital), the fund was signifi- 
cantly greater in 1958. 


Within industry, the light and chemical industries 
appear to lead the field, with payments in the region 
of 5 per cent of their respective wage bills ; but it is 
obvious that the data referring to the food and small- 
scale industries grossly understate the importance 
of their enterprise funds. In Hungary, where differ- 
ences among industrial branches were probably still 
отеа{ег,64 the range of payments illustrated in Table 8 
is very wide indeed. An important proportion of 
workers and employees (about 50 per cent in construc- 
tion and trade) either did not qualify for awards or 
were not covered by the scheme in 1958, whereas 
about 10 per cent received the equivalent of a month’s 
salary or more. The coverage of the schemes is to 
be widened in 1959 in both countries, but the total 
amounts of enterprise fund appropriations (4 billion 
zlotys in Poland and about 500 million forints in 
Hungary) are not expected to exceed significantly 
the 1958 levels. In Hungary enterprise authorities 
are advised to relate distributions to performance 
and length of service to a greater extent than before. 


Differing views on the usefulness of enterprise 
funds are apparent in the countries of the region. 
One view — which predominates in Poland and 
Hungary — is that, although the individual rewards 
distributed from the profit pool are small, they 
nevertheless give workers an increased feeling of 
belonging to the enterprise and, in conjunction with 


84 See Economic Bulletin for Europe, Vol. 10, No. 1, р. 31. 


TABLE 8 


Distribution of profits from enterprise funds 
in Hungary in 1958 


и eee 
In- Con- 


dustry struction 205 
Average payments (forints): 

НА, о вов 760 856 691 
УТ Е 720 809 641 
Technical personnel. .... 1 298 1 543 — 
Administrative personnel . . 791 941 896 

Percentage distribution of workers 

and employees according to 

amount of payment received 

All workers and employees . 100.0 100.0 100.0 
ING «ae ey Gaye ee ee ae 16.1 50.6 57.4 
Below 400 forints. . ... . 21.9 12.9 16.3 
401-800 forints . . .... . 30.0 15.9 12.4 
801-1,200 forints) о. 19.1 9.4 8.0 
12011. S00 forints! a. eee 6.8 4.7 2.4 
I SOl-2 000 formtss a eee 4.1 4.1 2.4 
More than 2,000 forints . . . 2.0 2.4 ind 


ese 
Source: Statisztikai Havi Kézlemények, No. 6, 1958. 


= 
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some measure of participation in management, of 
sharing in its destiny. The opposite view, prevailing 
elsewhere in the region, holds that resources allowed 
to accumulate in the enterprise fund should not be 
frittered away on insignificant individual payments, 
but can be better employed in a few tangible projects 
such as housing, while cash bonuses should be sub- 
stantial, but restricted to the particularly deserving 
few. It has also been argued that the main bene- 
ficiaries of increased profits should be managerial 
and technical staff, rather than manual workers whose 
main incentive should be related directly to measur- 
able productivity, as in Czechoslovakia. Moreover, 
it has been said that workers begin very soon to look 
at the payments as part of normal wages — since 
rising productivity normally allows for some increase 
in profits — and their incentive value is thus 
weakened .® 


A more fundamental criticism of this type of 
scheme is that a chase after profits may in present 
circumstances be harmful to the economy and to the 
consumer, if enterprises tend to concentrate their 
production on the most profitable (1.е., usually most 
expensive) lines of production, and do their best to 
save on costs by cutting expenses on maintenance, 


85 Another weakness, from this standpoint, is that profits 
are assessed for the enterprise as a whole. It has been proposed 
in Poland that in large factories profits should be evaluated 
according to constituent shops (Zycie Gospodarcze, No. 8, 
1958), and in the Soviet Union that managerial premia should 
distinguish functions — for example, if the output plan fails 
because materials were inadequate, the head of the purchasing 
department should have no premium (Voprosy Ekonomiki, 
No. 2, 1958, p. 138). 
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repairs and safety теазигез.66 Cases of dishonest 
calculation of costs and of over-pricing of newly 
introduced products have also been widely reported,°7 
and, finally, it has been pointed out that inter- 
industry wage differentials established so as to 
encourage the desired allocation of labour are upset 
if payments from the enterprise fund are substantially 
higher in the less important branches of economy. 


While these criticisms are in some respects con- 
tradictory, the basic question remains as yet un- 
answered — to what extent it is possible to graft an 
effective incentive system based on profit-sharing to 
a structure of economic organization in which prices, 
and production decisions, are deliberately insulated 
from the direct or quick impact of changes in 
demand/supply relationships. In Yugoslavia the 
change to an incentive system tying the worker’s 
earnings very closely to the profits of his enterprise 
has been accompanied by a restoration of the 
influences of market forces on economic decisions, 
going much further than appears to be contemplated 
at present anywhere in eastern Europe.§™ 


86 See also Chapter IV, section 3, below. 


87 A survey of 440 enterprises in Poland in 1957 showed that 
“a large part of these enterprises managed to bring about 
conditions for excessive and unjustified transfers of profits 
to the enterprise fund” (Finanse, No. 8, 1957). It has been 
suggested, in the Soviet Union, that, to discourage enterprises 
from seeking a low profits plan so as to transfer to the fund 
more over-plan profits (the rate for which is 15 times that of 
planned profits), the two rates be brought closer together 
(Promyshlenno - ekonomicheskaya Gazeta, 14 December 1958), 


67а See “Economic Planning and Management in Yugo- 
slavia ”, Economic Bulletin for Europe, Vol. 10, No. 3. 


3. FARM POLICY AND AGRICULTURAL OUTPUT 


The year 1958 was one of major institutional 
changes in agriculture, particularly in the Soviet 
Union and to a lesser extent in eastern Europe. In 
the Soviet Union two of the major controls were 
relinquished which for thirty years had moulded 
farm activity: the machine-tractor stations (MTS) 
and low-priced obligatory deliveries. All but one 
eastern European government intensified their efforts 
to foster collectivization and, where such policies had 
yielded the widest results (in Albania, Bulgaria and 
Czechoslovakia), reforms similar to those initiated 
by the Soviet Union were begun. While crop produc- 
tion could not be independent of the weather, stock- 
breeding, especially sensitive to proprietorial incen- 
tive, reflected the institutional changes — favourably 
in the Soviet Union but generally conversely in 
eastern Europe. 


Soviet Policy towards Collective and State Farms 


The series of structural reforms in the Soviet 
Union, which began with the Communist Party Cen- 
tral Committee’s reappraisal of September 1953, first 
affected the collective farms : but a noticeable feature 
of agricultural policy during 1955 to 1957 was the 
marked relative extension of state farms. These 
undertook nearly half of the reclamation of virgin 
lands in the east and absorbed a number of inefficient 
collective farms; and by 1958 the sown area under 
state farms was 32 million hectares greater than in 
1954, within a country-wide extension of 29 million 
hectares, thereby increasing their share of the area 
from 12 per cent to 27 per сеп{.68 The consideration 


68 Their share in gross farm output is less sizeable (in 1957, 
14 per cent against a sown-area share of 26 per cent). 


TABLE 9 


Farm man-hours per unit of output and area in the 
Soviet Union and the United States 


Soviet Union 


1956-1957 United 

States 

Collective State 1956 

farms farms 
Man-hours per quintal 

Glan eee eee 1633 1.8 1.0 
Potatoes a. wee eet ee oe Sel 4.2 1.0 
SKIES р ооо бас Bal 2.1 0.5 
Gotton (ии) со поб 42.8 29.8 18.8 
М ие 14.7 9.9 4.7 
Вес ее 112 52 7.9 
РОГ 103 43 6.3 


Yield per hectare 


(relies ет 9.7 75 20 
Е о ЕЕ sn fe os Ges 97 6 97 5 197 
Эраст 5 5 371 
Cotton (unginned) ..... 215 216 iV 
Man-hours per hectare 
о ae eee 70.8 13.5 20 
ОЕ ЗЕ рыба see 495¢ 407с 197 
О о оное а 543 < 368 с 186 
Cotton (unginned) ..... 900< 626¢ 226 


Sources : See Appendix B. 
Note, — The man-hours per quintal for the United States are as quoted 


by a Soviet source; for a comparison with United States official statistics, 
see Appendix B. 


@ Weight increment of total livestock. 


Ь Average yield for the whole country; in 1956 yields of beet and cotton were 
virtually the same on collective and state farms. 


с Assuming country-wide average yields (see b above). 


of farm policy at the February and December 1958 
sessions of the Party Central Committee dwelt par- 
ticularly on the gap between state and collective 
farm costs revealed during this development: the 
former on the costs of state farm output in com- 
parison with prices paid for procurements directly 
from collective farms or indirectly through MTS,® 
and the latter on the variance of labour inputs (with 
United States experience as a yardstick). 


The comparison with the United States in the first 
section of Table 9 blurs together the twin Soviet 
problems of a high ratio of labour to land and low 
yields per hectare (or animal) ; and, as can be seen, 
the man-hours worked per hectare in the Soviet 
Union are enormously greater than those in the 
United States both for crops where Soviet yields are 
much lower,” and for cotton, where yields — entirely 
on irrigated land — are much higher. The one certain 
exception appears to be grain output in state farms. 


83 See the Survey for 1957, Chapter I, p. 10. 
70 Soviet state farms make a better showing than United 
States farms for grain partly because they grow less (labour- 


intensive) maize. To some extent this also affects the difference 
between state and collective farms. 


The comparison of Soviet collective farms with state 
farms may over-state the relative efficiency of the 
latter in terms of aggregate farm output per man, 
since these farms are more specialized ; but, undoubt- 
edly their efficiency is higher than that of collective 
farms. On the other hand, aggregate farm output 
per hectare is probably higher in collective than in 
state farms — the more so if private plots are included 
in the comparison — because of the incidence of 
labour-intensive stock-breeding. 


So long as manpower supplies remained ample ™ 
but the agricultural area was stable and the scope 
for expanding the capital stock per man was limited, 
the obvious aim for farm policy was to maximize 
output per hectare rather than per man. The 
maintenance of a large element of non-wage remu- 
neration in the labour-intensive sectors might depress 
labour productivity — not in these circumstances of 
great importance — but had the advantage of con- 
centrating the income effect of harvest variations.’ 
However, with the depletion of labour reserves and 
the decision simultaneously to exploit the possibilities 
of extending the agricultural area and to raise farm 
capital, the economic case for paying more attention 
to labour productivity was greatly strengthened. This 
tended both to encourage extension of state farms 
in preference to collective farms and to focus atten- 
tion on methods of raising labour productivity in 
the latter. 


The long-term programme underlying the Seven- 
year Plan (1959-1965) is to bring collective farm 
capital stock towards parity with that of state farms, 
while lessening their organizational differences, to 
which much of the variation in their labour efficiency 
is attributed. As to the state farms, this programme 
implied some devolution of management — a first 
step had been taken in 1956 in granting farms more 
operational and financial autonomy, and now greater 
worker participation is planned. Moreover, a policy 
of consolidation has partially replaced that of expan- 
sion, 150 new farms being set up in 1958, against 
894 in 1957. But the biggest changes affected the 
collective farms. In March 1958 the sale of MTS 
equipment to them was permitted,73 so that there 


71 Ample for agriculture taken as a whole; but partly as а 
result of peasants’ preferences to work in collective rather than 
state farms there seems to have been some over-staffing of the 
former and possibly an under-manning of the latter. 


™ There is little difference in the degree of mechanization per 
hectare of state and collective farms, though tractor power 
available per man on state farms (2 HP) is four times greater. 
One element in the greater efficiency of state farms may be 
their greater assurance of stable prices for their produce, which 
may have encouraged willingness to venture into experiment 
and technological advance. 


7з Concentrating the remainder, mostly of equipment too 
specialized to be needed by any one farm, together with repair 
shops in repair-technical stations (RTS). For further details 
see the Survey for 1957, Chapter I, pp. 9-10, and Economic 
Bulletin for Europe, Vol. 10, No. 1, pp. 35-36, and No. 2 рб: 


+, 
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would be unified operational management as in state 
farms; and by the end of the year 83 per cent of 
farms had made some purchases. In June the merging 
of compulsory deliveries with state purchases was 
announced. The essence of this reform was not the 
elimination of compulsion (farms are still required 
to deliver fixed quantities of produce) since the 
freeing of the market would too greatly have raised 
farm incomes, but the abolition of the regressive 
impost inherent in the low prices paid for compulsory 
deliveries.74 Further elements in the programme are 
the unification of labour remuneration both among 
collective farms and between them and state farms, 
replacing “ labour-day ” dividends in the former by 
fixed piece-rates, or even time wages, paid monthly 
on the basis of reserve funds or bank loans.7> This 
will make easier the computation of relative costs in 
the two types of farm — long a vexing problem.7® 


The Effects of the Soviet Reforms 


The immediate consequence of the reforms effected 
in the first half of 1958 was a considerable rise in 
the corporate incomes of collective farms : 


Billions of roubles 


Total money Allocation to 


income indivisible funds 
LOSS ere ee aces = apes Gate 49.6 8.7 
LOSE eel Ge Se ss 94.6 16.7 
ем о а 95.2 16.8 
195 Same ay. Эти ви 135 334 
1959 Plan. . 147-150 


Sources: Planovoe Khozyaistvo, No. 4, 1958, Finansy SSSR, No. 8, 1958; 
Pravda, 23 December 1958. 
@ Forecast published in August. 


Part of the increment in 1958 may be attributed 
to the larger volume of sales from the better harvest ; 
but the new procurement price scheme is intended to 
secure stability of farm income rather than, as the 
past system, to reflect yield variations on an incentive 
principle — which, as already noted, may have been 
partly perverse in its effects. Thus the new farm 


74 See Economic Bulletin for Europe, Vol. 10, No. 2, pp. 17-18. 


15 A development slow to take root, partly because farms are 
unwilling to contract bank debts which commit the disposal 
of their surpluses and partly because the State Bank believed 
that too much credit could weaken the incentive to complete 
procurement deliveries (cf. Dengi i Kredit, Nos. 3-5, Sovetskoe 
Gosudarstvo i Pravo, No. 4, 1958, and Finansy SSSR, No. 8, 
1958. 

в The joint recommendations of the Central Statistical 
Administration, the Ministry of Agriculture and the All-Union 
Institute of Agricultural Research provide essentially for the 
cost of labour in collective farms to be evaluated according to 
wage norms paid in state farms for equivalent work, and not 
according to actual remuneration (in money and in kind) of 
“labour days ”; and for costs of farm-produced materials used 
in production (seed, feed, etc.) to be valued at their actual 
production cost and not at state procurement prices (Voprosy 
Ekonomiki, No. 11, 1958). 


prices vary inversely (but less than proportionately) 
with harvest prospects, but the former discrimination 
in favour of high-yielding farms has been eliminated. 
Another part of the increment derives from the price 
additions to compensate loss of subsidies paid to 
the MTS.77 


While some of the increased income will be 
absorbed in raising the part of the individual incomes 
of farm members distributed in cash rather than kind 
(with sales of surplus production above the state 
delivery quotas increasing) "8 the level and pattern 
of corporate outlays has also altered. Collective 
farms now have to pay the full salaries of tractor 
and other equipment operators and of agronomists, 
and to purchase fuel, spare parts, etc., for their newly 
acquired tractors.7® The extent to which even the 
cash incomes of members have been affected by 
these changes can therefore not be precisely deter- 
mined. Cash distributions to members plus other 
current outlays rose by 30 per cent in 1958, as shown 
above, but larger proportionate increases in corporate 
outlays within this total have been reported from a 
number of агеаз.80 


Capital outlays on MTS equipment were 9 billion 
roubles in 1958, in part payment of 21 billion roubles’ 
worth of machinery, and sales of machinery, fuel 
and spares by repair and tractor stations (RTS) are 
to total 33.6 billion roubles in 1959. Investment 
in the extension of subsidiary production activities, 
many of them in collaboration with adjoining farms, 
has also risen.81 Some of the richer farms have even 
created their own repair workshops in competition 
with the RTS. 


Soviet Policy Towards Private Farming 


Although the output of livestock products has 
in recent years grown less quickly on private plots 


77 In 1955, for example, MTS current outlay was 24 billion 
roubles, of which they recouped only 6 billion as payment by 
farms for work performed. 

78 Produce may be sold on farm markets; (since 1953) on 
commission in shops of the Central Co-operative Union (in 
1958 these totalled 8.7 billion roubles, against 7.7 billion in 
1957): and (from 1958) in collective farms’ own urban shops. 


79 MTS tractor drivers, formerly inscribed as members of the 
respective collective farms, were transferred to state payrolls in 
1955 but from 1956 the MTS paid only a guaranteed minimum 
with the farms paying directly in labour-days. Agronomists 
were transferred to collective farm payrolls in 1955 with their 
salaries made up by the state for a transitional period which 
ended in 1958. Since MTS services were formerly paid for in 
kind, the cost of fuel, spares, etc. did not figure even indirectly 
in the money accounts of collective farms. 

80 For example, in the first eight months of 1958 over the 
corresponding period of 1957: 35 per cent in Stavropol Krai, 
40 per cent in Altai Krai, 89 per cent in Byelorussia. 

81 Processing of farm produce, production of building 
materials, furniture, textiles, etc., and — in joint-farm enter- 
prises — power plants, boarding schools, hospitals, etc. (Vo- 
prosy Ekonomiki, No. 12, 1958). 
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than on collective and state farms (see Table 13 
below), half of meat and milk output is still pro- 
duced from privately-owned animals, much of it 
for consumption on the farm, and the problem 
of small-scale farming remains a major issue of 
agricultural policy.” 


The release of producers from obligatory deliveries 
from private роз since January 1958, although 
superficially an encouragement to private farming, 
lost some of its significance in July when the price 
margin between compulsory and other deliveries 
was narrowed; and subsequent official policy has 
been aimed increasingly at the progressive reduc- 
tion of private plots. Mr. Khrushchev suggested in 
December that state farms should buy, in the next 
two to three years, the animals still owned privately 
by their workers (equivalent in January 1958 to 
68 per cent of the cows and 15 per cent of the pigs 
and sheep owned by state farms) in order to increase 
productivity, by releasing labour during the peak 
harvest periods, and to make more efficient use of 
fodder supplies. The increased production of vege- 
tables and potatoes in state farms is intended to lead 
to a progressive abandonment of private growing, 
both for consumption and sale ; but until the develop- 
ment of common services (nurseries, public catering) 
in such farms is high enough to substitute entirely 
for such activities, state farms are advised to sell 
quantities of animal products, vegetables and potatoes 
not exceeding individual consumption needs to their 
workers at cost (but at prices not higher than state 
retail prices). 


The same solutions of the problem of private 
farming are proposed for collective farms, and the 
director of an important collective farm 83 reported 
recently that meat, milk, potatoes and vegetables will 
be sold by the farm for its members’ consumption, 
thereby making the private plots superfluous. In this 
farm, sites for new houses are limited to 0.15 hectares 
and will later be reduced to 0.07-0.08 hectares — 
sufficient for leisure, but not for significant pro- 
duction. 


Farm Policy in Eastern Europe 


In five eastern European countries over half the 
agricultural area is now farmed collectively or by 
state farms.®4 Bulgaria virtually completed collecti- 
vization during the year (only about 4 per cent of 
the area being left in private hands) by bringing in 
all the mountain areas ; and Albania, with 75 per cent 


82 For a more detailed analysis of the question of farm size 
and official policies towards private plots in the Soviet Union, 
see the Survey for 1956, Chapter I, рр. 27-30. 

83 At Kalinovka (Pravda, 18 December 1958). 


84 For fuller details see Economic Bulletin for Europe, Vol. 10, 
No. 3, pp. 32-35. 


collectivization, not only did the same in its southern 
littoral, but brought rapid change in the hitherto 
less-affected northern highlands.8® Similarly, in 
Czechoslovakia, where the area of private farms was — 
reduced to less than one-quarter of the total — with 
collective farms occupying nearly 60 per cent — the 
more rapid extension was carried out in Slovakia, 
bringing its collectivized area from 42 per cent at the 
end of 1957 to 55 per cent a year later. In Rumania 
the privately farmed area is now less than half the 
total, and in eastern Germany it is very little more ; 
but collective farming can be considered more con- 
solidated in the latter country, since most collective 
farms — comprising 37 per cent of the agricultural 
land —are of a closely integrated type, whereas in 
Rumania this type of collective farm represents less 
than half of the 30 per cent of land now under 
collective farming. In both countries the looser forms 
of union increased faster than others in 1958. 


In all these countries where private farming had 
ceased to predominate, developments in 1958 and 
early 1959 were eclectically patterned on those in the 
Soviet Union or in mainland China. In Bulgaria, a 
drive to amalgamate farms (the average became some 
seven thousand hectares) made them, in the Govern- 
ment’s view, strong enough not only to begin to take 
over equipment from MTS, but also, like Chinese 
“communes ”, progressively to. take over the admi- 
nistration of all rural economic activity.86 Moreover, 
as in the Soviet Union, low-priced obligatory deliveries 
will be merged into a unified procurement category 
in 1959, and the remaining MTS services paid for 
in cash rather than in kind. In Albania the Chinese 
example was much quoted during the year’s campaign 
for the formation of co-operatives, notably in 
handicrafts and trade, and rural district councils 
were given wider powers to plan the activity of the 
collective farms of their areas; 87 mergers of col- 
lectives began in 1959. The sale of MTS equipment 
to collective farms in Czechoslovakia is to start from 
1 January 1959 ; and already the national committees 
(i.e., regional and local authorities) have assumed 
the main responsibility for directing the agricultural 
sector. Changes in the model statutes of collective 
farms were made during 1958 in Albania (bringing 
them closer to the Soviet type) and are to be made 
in 1959 in Bulgaria, Czechoslovakia and eastern 
Germany. 


In Hungary, some 16 per cent of arable land now 
belongs to co-operative farms, following the addition 


85 The end 1957 and 1958 percentages of area collectivized in 
this 7one were in Kukés 14 and 31, in Tropoje 28 and 50, in 
Mat 18 and 48 and in Peshkopi 8 and 47, respectively. 


86 See footnote 17 above. 


87 Cf. В. Mamaqi, Bashkimi, 29 June 1958, and М. Kerrhalliu, 
ibid., 30 September 1958. 
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TABLE 10 


Crops and sales to the State 
of plant produce in the Soviet Union 


Area State 


ove Yields Harvest procure- 
Crop Year aig 


Millions Quintals 
of ha per ha 


Millions of tons 


Grain) т 1953 | 106.7 ea 82.5 Bet 
1956 | 128.3 NOK Ор Seal 
1957 | 124.6 8.4 104.8 35.4 
1958 | 125.2 139.4. 57.2 
of which : 
МНЕ 1953 48.3 
1956 62.0 
1957 69.1 


1587-666 113. 753: “426 


Cotton (unginned).| 1953 1.88 20.7 3.9 3.9 
1956 2.07 ee le 4.5 4.3 
1957 209% 21.1 4.4 4.2 
1958 20.5 4.4 4.3 


Нах for fibre . . 1953 1.24 1.3 0.16 0.15 
1956 1.92 2.7 0.52 0.43 
1957 1.69 2.6 0.44 0.39 
1958 1.60 2.8 0.44 


Sugar beet" 2. . | 1953 1.57 147 231 22.9 
1956 2.01162 32.5 BES 
1957 2.11 188 39.7 38.4 
1958 2.50216 54.1 


Sunflower seed . 1953 3.90 6.7 2.6 1.8 
1956 4.51 8.6 3.9 2.4 
1957 3.46 8.1 2.8 1.8 
1958 3.94 11.4 4.5 2.6 4 


Potatoes’ fan. 1953 8.3 87.6 1a 5.4 
1956 9.2 104.3 96.0 9.2 
1957 9.8 89.0 87.2 7.9 
1958 9.5 


Other vegetables . 1953 № ; у 
1956 1.6 89.4 14.3 3.8 
5 
1.5 


1957 100.0 15.0 4.2 

1958 95.3 14.3 4.0 

Fruit (including 1953 об к ПО 
grapes) ee 1956 313 = he 1.24 


Sources and coverage : See Appendix B. 
Note. — Figures for 1958 are provisional. 
@ At 10 December 1958. 
6 1952 orchard area and 1953 vineyard area. 


of nearly 300,000 hectares (4 per cent of agricultural 
land) and 50,000 families to the co-operative sector 
between 1 September 1958 and mid-February 1959. 
Still more stress is being laid on the consolidation of 
existing farms than on numerical expansion. Col- 
lectively owned livestock, for instance, rose by 


40 per cent during 1958, whereas the comparable 
increases in the arable area and membership of these 
farms were 16 per cent and 13 per cent respectively. 
In 1959, investment in collective farms is expected 
to be 60 per cent higher than in 1958. 


Polish farming saw a rapid development of a 
different form of co-operation, the “ agricultural 
circles”. At the end of 1958 there were sixteen 
thousand such “circles” with almost half a million 
members, mainly running machine and tractor pools 
and producing building materials (to the extent of 
over 10 per cent of the country’s total production of 
bricks). In the still over-populated regions of central 
and southern Poland these “circles” organized 
small-scale industries. Six thousand “circles” for 
farmers’ wives also exist, with 150,000 members ; 
and both groups carry out educational programmes 
and receive credits for their activities from the 
Government. 


Soviet Agricultural Output 


The records attained by Soviet agriculture in 1958 
included bumper crops of grain, sugar-beet, sunflower 
seed and fruit, while fibre crops held their own and 
only vegetables made a poor showing (see Table 10).88 
Livestock production, which in the first half of the 
year had been held back by the less satisfactory 
fodder supplies from the 1957 crop, rose in the second 
half of the year and promises substantial improve- 
ment in 1959. 

Fodder supplies in the second half of 1958 
benefited, as Table 11 shows, from the harvesting 


88 For fuller details see Economic Bulletin for Europe, Vol. 10, 
No. 3, pp. 31-32. Grain statistics on a barn-yield basis were 
published for the first time since the war, confirming the estimates 
given in the last two SURVEYS. 


TABLE 11 


Sown areas of maize in the Soviet Union 
Millions of hectares 


1953 1956 1957 1958 


Maize for grain. 2 = 5) ss = о. S43 8.1 


of which : 
Diy eran. ое oe ie ait ae 4.4 
Lacto-cerotic stage (ensilaged) . т у. » 37 
Maize for silage before formation of 
(literate! ВОО eee arene — 60 6.5 5.9 
Maize for green fodder (hogging 
down, grazing, forage)... . . — 86 6.0 5 
Hiotalsimarze = «ns fe . Seo. 1835 or 


ae 
Sources : Statistical yearbooks; and Pravda, 21 December 1958. 


Note. — In 1956, extra sowings of spring crops were made, because of 
exceptional winter losses. 


Xr OSES 


wd 2) SSRs 
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of 2.3 million hectares more of maize as grain, with 
significantly better yields.8* Although а smaller 
acreage was thus left for ensilaging or grazing, the 
nutrient content per hectare was higher. This com- 
bined with the better yields of other green fodder and 
more silage capacity to raise the tonnage of silage 
laid from 90 million tons (of which only 52 million 
tons was maize) in 1957 to 148 million tons (108 tons 
of which was maize) in 1958, while hay mowings 
were also larger. Thirdly, the beet crop so far outran 
sugar-refinery capacity 90 that considerable quantities 
were used for feed. 


The figures in Table 12 show that for cattle and 
pigs, though not for sheep, the rate of growth of 
numbers on collective and state farms exceeded that 
on private holdings. This explains the increased 
share of all livestock production, wool excepted, 
originating in the socialist sector (see Table 13) and 
— together with the abolition of compulsory deliveries 
from private plots from the beginning of 1958 — the 
increased share of that sector in state procurements. 
Milk yields — and probably also slaughter weights — 
since the fodder improvement came late in the year, 
were little higher; but the average wool clip was 
significantly larger. In total, 6 per cent increments 
over 1957 in milk and meat outputs, and an 11 per 
cent increase in the wool clip, were recorded. 


Farm Output in Eastern Europe 


The satisfactory features of last year’s harvest in 
eastern Europe were excellent grain crops in eastern 
Germany and Poland, very good sugar-beet crops 
— but with a lower sugar content — in those same 
countries and in Czechoslovakia, good to excellent 
yields from orchards (Hungary excepted) and уше- 
yards everywhere, and a fine tobacco crop in Albania. 
Total plant production rose in eastern Germany, 
Poland and Czechoslovakia, but declined in Hungary, 
Rumania, Bulgaria and Albania.91 


Livestock yields improved, the more so where 
animal numbers were held down, thanks to the 
carry-over from the previous year’s bumper cereal 
crops — except in Czechoslovakia and eastern Ger- 


89 But still only 22 quintals per hectare. United States yields 
(somewhat over 30 quintals) are constantly cited for the emula- 
tion of Soviet farmers, many of whom still have relatively little 
experience of the crop. 


*° As the margin between the crop and procurements in 
Table 10 shows. As a result of an intensive programme to 
extend refineries, input in the second half of 1958 was 32.2 
million tons of beet, or 5.7 million tons more than in the same 
period of 1957. Moreover, refineries which normally cease 
operation about January are to work through until April. 


' Тре Hungarian vine harvest (40 per cent above that of 
1957) was the best in 20 years. Crop returns were discussed in 
fuller detail in Economic Bulletin for Europe, Vol. 10, No. 3 
pp. 29-31. 


TABLE 12 


Numbers of productive livestock in eastern Europe 
and the Soviet Union 


Million head at beginning of month 


Cattle a se Pigs Sheep 

Albania 
ЕЕ обод 10 0.41 г. 0.10 1.61 
1959 0.42 0.11 1.64 

Bulgaria 
НЕЕ соо 1657 1853 0.56 1.47 7.60 
1958 1.44 055 1.99 7.74 

Czechoslovakia 

lenemy . 4 . 5 Lose 4.13 2.07 ЭЙ 0.96 


1958 4.09 2.07 5.44 0.89 
1959 4.18 2.08 5.28 0.82 


Eastern Germany 
December ... 1956 92 2.12 8.33 1.89 
1957 3.74 73 Ui 8.25 2.02 
1958 4.15 23 


Hungary 
(бы зо оь 1950 2.10 0.98 а 7.53 0.87 6 
1957 1.92 0.89 а 6.86 0.84 4, 
1958 2.01 0.91 а 7.54 0.87 5 
Poland 
ATES A ce 1956 8.34 5.60 11.56 4.22 
1957 8.26 5 12.33 4.04 
1958 8.21 5.94 12.00 3.89 
Rumania 
January ee 1956 4.80 1.95 с 4.95 2 
February оо o5S 4.47 129496) 93.25 10.37 


Soviet Union 
January eee ee LOSS eos 25:2 33.3 99.8 
1957 | 61.4 29.0 40.8 108.2 
1958 | 66.8 31.4 44.3 120.2 
1959 | 70.8 333 48.5 129.6 


of which : 
In state and col- 

lective farms 
Таймаут. IRS) |) Sis 


Sources : Statistical bulletins and yearbooks; plan fulfilment reports; 
Zeri i Popullit, S November 1958, and Vestnik Statistiki, No. 4, 1958. 


@ Without cows in first calf. 
Ь March. 
¢ Including buffalo cows. 


many — of which coarse grain did especially well; 
and total production of animal products appears to 
have risen in most countries except Czechoslovakia. 
As Table 12 shows, the trend of cattle numbers has 
been downward or constant over the past three years 
except in eastern Germany, and there are signs that 
the practice, if not the policy, of the concentration 
of fodder permitted by a halt to an uneconomic 
expansion of herds may now be replaced in some 
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TABLE 13 
Output and sales of livestock products in the Soviet Union 


Product 


Total 


Output 


State and 
collective 


Meat а ак. ТИ: 9.4 (5.8) as 
(Millions of tons) 10.7 (6.6) 4.9 
11.6 (7.4) 5.7% 
12.4* (7.9) 6.2* 
Oe ret Oe he eee ne 36.5 12.0 
(Millions of tons) 49.1 Piel 
54.7 25.3 
57.8 27.6 
of which 
О. г. 497 
(Thousands of tons) 675 
IEP. 
770 
i i ен ал 235 я 
(Thousands of tons) 261 204 
289 224 


Eggs 
(Billions) 


See всьо СС jee tate: a! Viet vis 


Sources : See Appendix В. 


@ Data are in live weight equivalent, except the output figures in parentheses 
which are in-carcass weight (including lard and offal). 


5 Including milk fed to calves and all other dairy produce in milk equivalent; 
figures for cow’s milk were not available separately. 


countries by a renewed growth of animal numbers.®? 
Stability in cow numbers has usually been the result 
of slaughtering calves instead of breeding heifers to 
replace the older cows,®? with the consequence that 
herds have been ageing. The prices of milk and veal 
have been too high in relation to that of beef for 
farmers to be encouraged to raise and fatten older 
beasts; and in Poland beef prices both for com- 
pulsory deliveries and for free purchases were raised 
in January 1959. An earlier price change in eastern 
Germany (October 1958), gave greater prominence 
to a short-term objective by granting special premia 


°з For the argument that eastern European livestock output 
would benefit from a reversal of official policies until 1956 on 
stock numbers, see Economic Bulletin for Europe, Vol. 8, No. 3, 
pp. 26-29. 

3 А practice made the more pronounced by the transition to 
collective farming: private farms on the verge of collectivization 
prefer to take the ready cash from calf slaughter rather than to 
risk feeding heifers for transfer to the collective at prices which 
may not adequately cover feed costs. Collective farms also 
frequently have too few byres and pigsties. In Czechoslovakia 
the private sector fulfilled the 1958 delivery plan for animal 
products better than did collective farms. 


of which : 


Marketed output 
EDD State procurements 


State and State and 


Private В Pri р i 
holdings Total о а Total eae holes 
5% 5.4 aie a 57 2.9 0.8 
5.8 6.3 4.5 1.8 4.4 Sie) 0.9 
5.9* 6.9 DD, 167 5.1 4.3 0.8 
62% 5.6 4.7 0.9 
24.5 1357 an ate 10.6 7.4 3:2. 
28.0 20.5 15.8 4.7 17.3 14.5 2.8 
29.4 25.5) 19.0 4.5 20.5 17.4 Srl 
30.2 22.1 19.7 2.4 
382 с 
Spi © 
634 < 
674 с 
Re 198 си О ре SORE тие 
57 223 198 25 246е 219е AY 2 
65 247 217 30 280е 248 e 32 € 
312е 280¢ SPLG 
2.6 1.4 i? 


с Processed in factories. 
d Greasy basis: includes goat and camel hair. 


€ These data are not precisely comparable with gross and marketed output, 
as they are recomputed to standard-quality equivalents (see Appendix B). 


for fat calves (up to 110 kg. live-weight) to discourage 
early slaughter. 


So far as the available statistics show (see Table 14), 
milk output rose in 1958 and milk procurements 
everywhere increased. Where, as in Bulgaria and 
Albania, milk yields are particularly low, by reason 
not only of inadequate fodder but also of poor local 
breeds of cows, there were intensive breed improve- 
ment campaigns using artificial insemination.®4 This 
can, of course, raise yields even in highly developed 
farming (as shown by the accompaniment of the post- 
war spread of artificial insemination in the United 
Kingdom by a 25 per cent increase in milk yields) 
but it is in the poorer agrarian economies that the 
1958 campaigns have been most prominent. 


Pork production developed much more rapidly 
than output of beef and dairy produce in Poland ; 
and scarcity of curing and meat storage capacity 
resulted in some live pigs being exported. In Hungary 


м Milk yields per cow were 922 kg. in Bulgaria in 1957 and 
660 and 655 kg. in Albania in 1957 and 1958, respectively. 


TABLE 


Output and procurement of livestock products in eastern Europe 


Unit 


1956 
b= ee RSE Se ns a es Sd 


14 


Output State procurements 


1957 1958 1956 1957 1958 


Albania 
Ме. ® es Thousand tons 34 39 г ee т 
М tarme tte a ees 138 162 13 18 34 | 
Мое ee a cau 751 21 =i ae ai | 
Bulgaria 
Meat eee aco ta ee ee 399 400 500 204 211 
ИСО 993 п ообе ae aie isha Ве 71 85 
У осоки ИИ tare gee Million litres 774 887 976 283 329 
hich ; Cow’ Пи. 443 508 584 За => 
я ; aie и 5 TE iy is Billion 0.81 0.87 0.90 0.47 0.45 
Мо гг. Thousand tons 15.0 14.9 16.5 bt te. 
Czechoslovakia 
Мена wert Been ae a no. 858 900 890 а 705 670 * 
ре ВЕБ = kee 293 312 314 293 312 314 
Не Pee ее: a=; 523 543 541 р 349 320 * 
Cowrsiimilko er excess еб Million litres |3 600 3 629 3 652 : 
оо с. са Billion 1.9 2 2 | 
Eastern Germany | 
а 65 tetris bs Oe Thousand tons |1 103 №175 866 926 1 020 | 
of which: Pork . ..... | 834 877 641 673 732 
Gow: sumilk@e Е. Million litres | 4986 5 287 3 302 3 586 4 604 
ое се Billion 2.4 27 12 5 2.4 
NU а О Ее Thousand tons 6.7 7.6 8.5 
Hungary 
Meaty aerate ee 967 a ne 426 434 a 
of which: Beef and veal . . . . 195 228 * oe 172 202 211 
Porkee aa aes tae 590 689 * As 222 208 243 
(Cowes И ee eee Million litres | 1 472 1 645 1910* §29 511 675 
о о SG Oe) ос Billion 1.54 1.36 в 0.43 0.37 0.42 
Poland 
Meat he ee и ee Thousand tons | 1 905 2 053 2 220 1 094 1237 1 520 
of which: Beef and veal . . . . 506 494 540 355 355 289 
Pork eee ody. tee as 1 333 1 497 1 604 725 864 1 134 
Cow: simi keene eee ee Million litres | 9979 10721 11300 2514 3 046 3 465 
Ио, сов ое ee Billion 4.25 4.33 ne 1.65 1.66 1.83 
WOO ео, RY ia Thousand tons 9.8 9.3 9.3 7/5 Я 7.4 


Sources ; Statistical bulletins and yearbooks; plan fulfilment reports; 
Zeri i Popullit, 5 November and 30 December 1958; Népgazdasdgi mérlegek, 
realjovedelmek, 1956, р. 133; Kézgazdasagi Szemle, No. 6, 1958, р. 602; and 
Népszabadsdg, 9 January 1959. 


(where price adjustments favoured breeding for pork 
rather than for ham and lard) and Bulgaria, pork 
output also grew substantially during 1958, as it did 
— from tiny quantities — in Albania ; but in Czecho- 
slovakia and in eastern Germany the 1957 fodder 
decline caused heavy pig slaughtering in the first half 
of the year, so that total meat procurements fell off 
in the second half, necessitating in the former country 
the highest imports of meat for the past ten years. 
Total meat imports into Czechoslovakia rose from 
54,000 tons in 1957 to 92,000 tons in 1958. 


Note. — Meat is given in live weight, and wool on a greasy basis; output 
figures of milk include that fed to calves, and poultry is included with meat 
except in the case of Czechoslovakia, eastern Germany and Poland. 


а Excluding mutton and horse-meat. 


To counteract the further disincentive to pig-breed- 
ing of the poor 1958 crop of potatoes, the eastern 
German Government launched a campaign under the 
title “ Every sow to the boar” (and promised to cut 
compulsory meat deliveries by 25 kg. when sows 
mated during the three months of the campaign gave 
birth) ; and both there and in Czechoslovakia bonuses 
were authorized for piglets suitable for breeding 
during specified periods of this year. In both coun- 
tries import dependency for concentrated fodder has 
been growing and can be expected further to increase. 


4. INDUSTRIAL PRODUCTION AND SUPPLIES 


(a) The general structural improvement 


Both statistical data and qualitative reports on 
developments in the eastern European: and Soviet 
economies during 1958 suggest that the continuing 
rapid rise in industrial output has everywhere been 
accompanied by — and to a large extent due to — 
an alleviation of the imbalances, or “ disproportions ”, 
which have been the persistent accompa nt of 
industrial growth in the past. 


Some such short-term imbalances can be regarded 
as inevitable from time to time in any economy in 
which an originally rather undeveloped industrial 
structure is being rapidly expanded,-as has been the 
case in several eastern European countries during the 
post-war period. When each new project means a 
major addition to capacity in its particular field, it is 
difficult to plan the development process so precisely 
as to avoid proceeding, to some extent, from one 
bottleneck to the next; and this tendency was re- 
inforced in eastern Europe by the preference of the 
authorities for very large investment projects, rather 
than for smaller units or for the extension or mo- 
dernization of existing capacities, and by the extreme 
over-all pressure on resources which both kept stocks 
small at all stages of production and encouraged 
hoarding of stocks by enterprises whenever possible. 
Moreover, sudden changes in economic policy or in 
technology may well set up short-term strains. The 
shortages of building materials now again being re- 
ported in many countries, following the rapid expan- 
sion of housing—prograrames,—are-of this nature ; 
and it may well be that the increases in output of 
plastics and synthetic fibres now planned in several 
countries will produce temporary bottlenecks within 
the chemical industries despite the large increases also 
planned in investment in this sector. 


But far more serious than the difficulties springing 
from such sources were those arising from the 
generally rapid expansion, up to the mid-1950s, 
of processing Capacities=-and particularly of the 
engineering industries —and the lagging behind of 
supplies of raw materials and fuels and neglect 
of agriculture. The most persistent scarcities in the 
industrial field for the region as a whole have been 
1056 of fuels (aggravated by the bottleneck in 
electric generating capacity), rolled steel, certain 
non-ferrous metals and some — largely imported — 
materials for light industries, such as wool and 
leather.25 Their impact on the economies of indivi- 
dual countries has, of course, varied with each coun- 
try’s natural resources, investment policy and trading 
position ; but no country has been completely immune 


55 See the SuRvEY for 1957, Chapter I, pp. 16-17. 


to their adverse effects. Moreover, the tendency in 
the past for each country to pursue virtually the 
same type of development policy and to change 
direction practically simultaneously — for example 
by speeding up the relative growth of consumption 
or by somewhat reorienting investment away from 
heavy industry and towards agriculture and housing 
since the mid-1950s — has reinforced the effects of 
national “disproportions”, аз has the pursuit of 
policies of regional, and even national, autarky in 
the foreign trade field. 


About 1955, however, the drive for new invest- 
ment, and _ particularly for the expansion of heavy 
industrial capacity, was relaxed nearly everywhere in 
eastern Europe ; and the subsequent concentration of 


investment _efforts_on confpleting projects already 
under way, on relieving the major scarcities of fuel, 
power and basic materials and on otherwise widening 
bottlenecks, has borne fruit in the last eighteen 
months ог $0. Moreover, the special rescue operation 
undertaken by the Soviet Union in 1957 to meet the 
most urgent needs of eastern European countries for 
raw materials and other supplies, and its readiness 
to provide a market for a somewhat wider range of 
their exports than before, seem to have continued to 
some extent into 1958, though data on trade within 
the region are so far scanty. 


Fuel Supplies 


Both indigenous and imported supplies of fuels in 
eastern Europe have improved sufficiently to make 
complaints of scarcity, at least temporarily a thing 
of the past. Electric generating capacity has соп- 
tinued to grow fairly steadily everywhere, and coal 
output rose by 10 per cent in Czechoslovakia and by 
14 per cent (implying a 9 per cent rise over the 1955 
level) in Hungary. The 2 per cent rise in Polish 
coal output did not permit more than a very partial 
restoration of the cut in exports to other countries 
of the region that had occurred in 1957: 


Production and exports of Polish coal 
Millions of tons 


Production 1956 1957 19584 
ааа я ee a ees a a 95.1 94] 9510 
ОЕ а о бо а ео 6.2 6.0 ee 


Exports of hard coal 
To eastern Europe 9:7 4.0 
ево ¢ ооо во 6.1 322 3.6 
To other countries 6.5 8.6 


Sources : Statistical yearbooks and direct communication from the Polish 
Government. 
а Provisional. 


96 See the ЗовуЕх for 1957, Chapters I and VI, and earlier 
Surveys. In the Soviet Union, however, imports of fuels and 
of energy- and metal-intensive manufactured and semi-manu- 
factured goods helped to relieve such scarcities up to about the 
middie ’fifties. 
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CHART 1 


Production of coal, electric power and oil, 
in eastern Europe and the Soviet Union 


Millions of tons in hard coal equivalent, millions of MWh and 
millions of tons at annual rates 


Arithmetic scale 


400 


300 


200 


100 


1953 


1954 1955 1956 1957 1958 


Coal: Total Soviet Union 


Total eastern Europe 
Total Soviet Union 
Total eastern Europe 


Oil; Total Soviet Union 
Total eastern Europe 


Electric power : ры 


Моте.— ТН $ and the following charts have only an indicative character, 
since commodity definition and conversion rates are not quite comparable 
from one country to another, and in some cases very small producers have 
been excluded. For a more detailed description of adjustment and coverage 
as well as sources, see Appendix B. | 


Nevertheless, it seems that a much higher proportion 
than before of the Polish sales to the Soviet Union 
shown above were for delivery to other countries of 
the region, particularly eastern Germany, in 1958. 


Eastern Europe has indeed benefited from the very 
rapid growth of Soviet coal production (see Chart 1) 
which has transformed that country from a net 
importer into a net exporter of coal.®7 


Even more striking is the enormous expansion of 
oil output in the Soviet Union (also illustrated in the 
chart). By 1958 this was twice as high as in 1954, 
in contrast with the 20 per cent increase over the 
same period in eastern European production.” Na- 
tural gas production in the Soviet Union was four 
times that of 1954 and 48 per cent greater than in 
1957; and supplies of hydro-electric power have been 
extended by the commissioning of the whole of the 
Kuibyshev and the first part of the Stalingrad plants. 
The Soviet export surplus of crude oil and oil pro- 
ducts probably rose even faster than that of coal in 
1958; and increasing supplies to eastern Europe are 
contributing both directly and indirectly to the effi- 
ciency of fuel utilization in the region (for example, 
by permitting the substitution of ditsel for steam 
locomotives and, in Czechoslovakia and eastern 
Germany, the reduction of output of synthetic petrol). 


Steel 


In ferrous metallurgy, increases of about 7 per 
cent in total output were registered in 1958 both in 
the Soviet Union and in eastern Europe. The com- 
missioning of seven blast-furnaces in the Soviet Union 
in the course of the year (of which three were 
larger than any in Europe), increased capacities by 
well over 10 per cent. Higher Soviet exports to 
other countries of the region (and reduced imports) 
of steel-making materials have alleviated shortages 
in eastern Europe; 38 and the supply position for 
rolled steel in the Soviet Union seems already to 
have improved sufficiently to allow both for a sub- 
stantial increase of exports and for a shift of 
imports towards less metal-intensive products in 1957 
and 1958. 


Significant new steel-making capacities came into 
production in eastern Europe in 1958, some of them 
contributing to the relief of particularly hampering 
scarcities, Despite the considerable growth of output 
— illustrated in Chart 2 — rolled steel has remained 
generally in short supply throughout the post-war 
years ; but in the Soviet Union, as well-as in eastern 
Europe, the most serious shortages have been in 


* In considering the ratios of eastern European to Soviet 
production of the various fuels and materials for which the 
trends are illustrated in Charts 1 to 4, it should be remembered 
that the Soviet population is roughly twice that of the combined 
populations of the eastern European countries. 

38 This was not fully reflected even in output during the last 
quarter of 1958, since the last furnace came into use in December. 
The increment (4.7 million tons annually) is the largest ever 
made in one year to Soviet smelting capacity, and is practically 
equal to the total increase in output by eastern European 
countries between 1950 and 1956. 


CHART 2 thin sheets, strip, light sections and some special 

steels. 
Сов of crude steel, rolled steel and pig iron It is a matter of speculation to what extent the 
in eastern Europe and the Soviet Union excessive weight of machinery produced everywhere in 


the region is the consequence of these specific short- 
ages and how far the conservatism of designers pro- 
vides the main explanation. In any case, the sub- 
stantial improvements already made in the last two 
years in many branches of engineering, in the way of 
introducing new lightly built models, would hardly 
have been possible without the improving supplies of 
specific types of rolled products.9® Under these con- 
ditions, the recent completion of new capacity pro- 
ducing the “ bottleneck ’’ products in a number of 
countries has relieved shortages to a greater extent 
than would be indicated by a mere comparison of 
current and past rates of growth of the total tonnage 
of production.1° The rising trade in steel among 
the countries of the region, with many of them show- 
ing considerable simultaneous increases in imports 
and in exports, is one indication of the extent to 
which special scarcities are being relieved. For 
example, Czechoslovak exports of rolled steel rose 
by 93,000 tons in 1958, and imports also increased ; 
Polish imports rose by 153,000 tons and exports also 
increased. 


Millions of tons at annual rates 
Arithmetic scale 


Other Materials 


In other sectors also, recent developments have 
tended to relieve regional scarcities. Soviet produc- 
tion and exports of non-ferrous metals have increased 
substantially, practically eliminating shortages in east- 
ern Europe ; and the 15 per cent rise in Soviet cement 
production in 1958, following an upward leap in the 
second half of 1957 also (see Chart 3), has probably 
permitted a reduction of exports by some eastern 
European countries (especially eastern Germany 101) 
with a consequent additien to their domestic cement 
supplies or saving in fuel consumption. 


By contrast, although the Soviet chemical industry 
showed a rate of growth in 1958 substantially exceed- 
ing the average, and greater than in recent years, the 
rate of increase of output of sulphuric acid has mar- 


9 [п Rumania the specific rolled steel consumption of 70 
products, accounting for about 60 per cent of the total metal 
consumption in engineering, decreased by 5.6 per cent between 
1955 and 1958; and for one type of lorry the weight decreased 
from 5.3 tons to 4.4 tons in 1957 (Probleme Economice, No. 11, 
1958). 


1953 1954 1955 1956 1957 1958 100 Among the most important additions to capacity in 1958 


were a new thin and medium sheet mill in Nowa Huta (Poland); 

A new thin strip mill in Kunéice (Czechoslovakia) and two thin 

Crude steel : Total Soviet Union — 2 sheet mills in Galati (Rumania) with a capacity of 70,000 tons. In 
Total eastern Europe ———-°—— Hungary a very important plant for medium sheets had already 

been commissioned at the end of 1955, but it was only in 1958 


teel : Total Soviet Union — ms : J 
Benak Total eastern Europe А that it worked to full capacity. 
Pig iron: Total Soviet Union PROBLEM 101 Bastern German exports of cement fell from 570,000 tons 


Total eastern Europe amass in 1956 to 190,000 in 1957. 
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CHART 3 


Production of cement : 
in eastern Europe and the Soviet Union 


Millions of tons at annual rates 
Arithmetic scale 


40 


30 


20 


: 1953 1954 1955 1956 1957 1958 


Total Soviet Union 
Total eastern Europe 


kedly slackened in 1957 and 1958 (see Chart 4). It 
seems that eastern Europe, where production continues 
to rise fairly steadily, cannot count on the Soviet Union 
as a supplier. The same seems to be true for soda 
products and finished chemical fertilizers, although 
Soviet exports of apatite concentrates are the raw 
material for most of the phosphate fertilizer pro- 
duction of the region. However, the long-delayed 
commissioning of a huge nitrogenous fertilizer plant 
in Hungary, together with large additions to Polish 
capacities for soda and sulphur production have im- 
proved over-all supply prospects. 


Examples, contrasting with past experience, of 
processing capacity lagging behind raw material sup- 
plies are now provided by sugar refining in the Soviet 
Union, and meat packing and dairying in some areas, 
and by both the latter in Poland. However, the 
investment needed to provide the processing facilities 
to deal with the increased output of livestock produce, 
sugar-beet and fruits noted in section 3 above — sup- 
posing the recent expansion to be maintained — would 
not constitute a very heavy demand on investment 
resources, and is already being anticipated in Poland. 


Export Markets 


Finally, the more industrialized countries of eastern 
Europe seem to have been successful in finding wider 
export markets in 1958,'°? particularly for machinery 


nae his strengthening of import capacities was not, however, 
reflected in any rise in import volume in Czechoslovakia (as 
has been noted in section 1 above), while Polish import 
capacity was adversely affected by worse terms of trade. 


CHART 4 


Production of sulphuric acid and calcined soda 
in eastern Europe and the Soviet Union 


Millions of tons at annual rates 
Arithmetic scale 


1953 1954 1955 1956 1957 1958 


Sulphuric acid: Total Soviet Union 
Total eastern Europe 


Calcined soda: Total Soviet Union 
Total eastern Europe 


and equipment, manufactured consumers’ goods and 
foodstuffs : 


Exports in 1958 


Machinery Manufactured Fuels and Food- 


and consumers’ raw stuffs 
equipment goods materials 
Czechoslovakia а 
Millions of dollars 468 197 375 68 
Percentage increase 
OVER OST aaa ee 11 ТИ 9 37 
Hungary 
Millions of dollars 
246 — 284 —— 153 
Percentage increase 
Over lO> 7a) nee 30 — 65 —— 20 
Poland 
Millions of dollars 285 53 537 183 
Percentage increase 
OVER OS Viens 27 —14 —10 48 


Sources : Czechoslovak Economic News Service, No. 12, 1958; Magyar 
Statisztikai Zsebkényy, 1958; Népszabadsag, 18 January 1958; Polish Plan 
Fulfilment Report. 


@ Nine months only. 


The rapid growth of exports of machinery and 
equipment and of consumers’ goods from eastern 
Germany is described below. Some of the largest 
increases in export volumes registered in Czecho- 
slovakia and Hungary also were in the consumer- 
goods category (e.g., increases of over 40 per cent 
for cotton and woollen cloth in Hungary, and of 58, 
36 and 34 per cent respectively for motor-cars, motor- 
cycles and leather shoes in Czechoslovakia). 


The whole of the increment of Polish exports (on 
the basis of nine months’ values) went to western 
Europe and overseas countries, whose combined share 
of the total rose from 42 per cent in 1957 to 48 per 
cent. For Czechoslovakia, the Soviet Union’s share in 
exports rose from 29 per cent to 32 per cent at the 
expense of western Europe and overseas countries ; 
and in Hungary a rise in the Soviet Union’s share 
of the trade from 21 per cent to 23 per cent was 
matched by a fall from 36 per cent to 33 per cent 
in the share of other eastern European countries. 


Short-term Fluctuations in Output 


The frequent interruptions to supplies of raw 
materials, fuels and electric power, and the generally 
low levels of stocks, which were a feature of the 
eastern European industrial scene until very recently, 
have combined with the special institutional charactet- 
istics of those economies to produce extraordinary 
short-term fluctuations in the flow of industrial pro- 
duction. These have been superimposed on normal 
seasonal variations due to such factors as summer 
holidays, the departure of peasant-workers from 
industry at harvest time or production and transport 
difficulties due to severe winter weather, which have 
been — not surprisingly — at least as great as in 
western European economies. The additional fluc- 
tuations peculiar to the eastern European region take 
the form of a heavy concentration of output at the 
end of each plan period (see Chart 5). Thus output 
in the last quarter of the year is significantly higher 
than in each of the preceding three quarters, whereas 
the first quarter invariably shows a fall in output 
below the last quarter of the previous year. Similarly. 
within each quarter, the first months show output 
significantly below that of the last month of the pre- 
vious quarter; and, if plans are also made for indi- 
vidual months, the same seasonality is reproduced 
within each month, with highest output in the last 
ten days.1 


103 [п his report to the Central Committee of the Trade 
Union of Metals and Electricity in Rumania, the Secretary 
complained that in 1957, in many engineering plants, 55-65 
per cent of the monthly output was done in the last ten days, 
requiring work on Sundays and legal holidays (Munca, 28 
September 1957). The differential impact on “ gross ” output 
(including work in progress) and on “commodity” output 
was shown in figures referring to Czechoslovak engineering 
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This pattern of fluctuations can be traced even in 
the basic industries, which should for technical 
reasons show continuous production, though the fluc- 
tuations in these branches are small by comparison 
with those in the processing branches. Their major 
cause has been the pressure .to fulfil production plans 
— which has been a pre-condition for receipt of 
various premia — combined with the general pressure 
on resources and the specific shortages already men- 
tioned ; but a number of special factors have affected 
different branches of production. Since production 
of intermediary products for stocks to be held within 
the enterprise is not always recorded in gross output, 
an enterprise in difficulty at the end of the plan period 
may be tempted to reach its targets by processing 
into final form as much as possible of such stocks, 
thus reducing the supplies available to the finishing 
sectors in the early part of the next plan period ; and 
it will be similarly tempted to buy in materials at as 
late a stage of fabrication as possible, since this is 
the easiest way of raising gross output. Such pos- 
sibilities are naturally greatest in the processing in- 
dustries, 


The practice of approving trade agreements and 
export and investment plans for the calendar year 
only in the early months of that year has also tended 
to encourage such fluctuations, by leaving industries 
working mainly for export or investment in doubt 
about their orders often until late in the first quarter. 
In eastern Germany fluctuations attributable to this 
cause have had a particularly severe impact on the 
very export-oriented heavy engineering and shipbuild- 
ing sectors (as can be seen from Tables 15 and 16). 
No similar data are available for Czechoslovakia ; 
but it is interesting to note both that rather smaller 
fluctuations in over-all industrial output have occurred 
than in eastern Germany and that a study published 
in the latter country 14 suggests that within the 
engineering sector the quarterly fluctuations in Cze- 
choslovak output have been less than those in eastern 
Germany, and attributes this difference largely to 
eastern Germany’s greater dependence on imported 
supplies — already subject to a similar wave-like 
progress. 


Other influences peculiar to particular countries 
have, of course, also affected the data illustrated in 
Chart 5. In Bulgaria, for instance, the seasonal 
pattern of total output is naturally greatly influenced 
by the timing of supplies to the food-processing 
branches, normally concentrated in the fourth and 
first quarters. In Hungary the events of the end of 


production in May and June 1955: in these months, 44 per 
cent of the forrner and as much as 58 per cent of the latter have 
been concentrated in the last third of the month (R. Platzer, 
Ceskoslovenské strojirenstvi, 1957, р. 43). 


104 See Vierteljahreshefte zur Statistik, No. 1, 1957, pp. 11-18. 


CHART 


Index numbers of gross industrial production 
Arithmetic scale, 1955 
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in eastern Europe in 1956 to 1958 
monthly average = 100 


1956 


160 


Poland 


140 


120 


100 


1957 


1958 


140 


120 


100 


ees ee = Unadjusted total for socialist industry 


160 Czechoslovakia 
140 
120 


100 


80 


А ом О 


——— | All industry 
eeceoe 


Sources : National statistics. 


Norte. — With the exception of those for Poland none of the index num- 
bers are adjusted to a working-day basis. The partial index numbers refer to 
selected industrial branches, as defined in each country’s standard statistical 


1956, and the subsequent recovery, distorted the 
1956 and 1957 experience; but the usual seasonal 
pattern seems to have been resumed in the process- 
ing industries during 1958, with a specially marked 
drive for production at the end of the year following 
the relative stagnation in the earlier months. 
Special measures designed to moderate these fluc- 
tuations have already been taken, or are being dis- 
cussed in a number of countries, motivated by a 
mounting anxiety at the high cost of violent short- 


Adjusted for the number of working days 


——-71 160 


Rumania 


140 
120 
100 
80 
1956 1957 1958 
omens  Д|| Socialist industry Fuels 
———w— Metal-using м Textiles 


classification, and therefore differ widely in coverage. Only quarterly figures 
are available for Rumania and, for 1958, for the individual branches of east 
German industry. 


term variations in activity in terms of overtime work- 
ing at the end of the plan period and concealed 
underemployment of labour at times when supplies 
are flowing only slowly into the enterprise. The 
measures have included special rewards, including 
time off, for a smooth spreading of output and de- 
liveries over the plan period; and in the Soviet 
Union it has been suggested that enterprises should 
be obliged to deliver materials and finished goods to 
their customers’ one month in advance of those 


TABLE 15 


Index of gross production per working day in 1957 in eastern Germany 
(1955 = 100) 


Vehicles 
Building Heavy General other Ship- Forgings 


Total Energy Mining Metallurgy Chemicals oterials engineering engineering oo sbip- building and castings 
g 


January... 100.7 112.0 105.4 104.8 129.0 99.0 74.4 82.2 99.2 35:5 112.4 
у ot 108.8 114.3 113.1 112.9 137.5 107.2 85.6 93.3 109.9 46.1 121.9 
Мате... 113.9 117.4 113.1 117.1 137.8 109.8 102.7 110.1 129.4 58.8 1239) 
Ар. 110.3 117.1 112.6 109.9 123.8 129.9 93.6 101.8 109.9 67.8 116.1 
Мау №. 117.0 111.4 112.6 114.5 125.3 140.2 103.2 111.0 118.9 79.4 - 124.2 
а а 6 231 110.1 114.2 119.6 127.6 144.1 139.9 125.2 129.8 134.6 121.7 
Ио Were 104.2 111.0 105.9 109.5 123.8 092.2 95.8 95.2 99.9 65.4 105.2 
August ... 110.0 ПИТ TES 115.8 131.4 135.9 103.5 102.2 111.1 89.9 107.8 
September. . 123.7 120.7 113.1 122.2 139.3 140.3 148.2 121.8 131.8 114.2 120.9 
October: 119.0 118.8 111.6 109.7 134.4 129.6 107.1 114.0 117.5 97.0 114.8 
November. . 135.0 129.6 1172 123.8 142.5 139.4 13335 130.3 138.4 99.2 129.9 
December. . 143.3 IES) 113.6 121.6 138.2 121.3 211.6 175:3 176.7 148.0 128.0 

cc ec a ee ek i Е о о 
Electri Precision Wome о. Ready-made Shoes and Paper and hee Glass and Food and 

Metal goods en ae instrumen is arene tide Textiles ше leather с Printing glassware beverages 

ы $ and о instruments 

January... 109.9 111.5 98.5 96.7 93.8 104.3 101.1 102.4 95.4 102.1 98.5 
February . . 120.9 120.5 104.7 110.7 101.9 112.9 105.3 109.6 108.9 110.2 102.0 
March ... 124.4 129.4 114.0 114.0 106.6 114.4 109.2 Е 114.8 106.9 100.2 
Ар 119.7 122.1 105.2 111.8 GES 109.4 105.7 108.1 110.4 101.1 102.2 
IMEM 2 5 3 128.2 128.4 115.7 116.8 125.0 115.9 113.7 114.4 119.2 102.7 111.9 
dW сое 129.2 141.6 129.3 118.3 125.0 111.9 114.5 108.0 124.6 100.2 111.4 
UU о Sane 115.5 113.8 101.8 105.3 98.2 102.5 86.9 102.5 102.1 93.9 99.7 
August... 117.9 117.6 107.2 107.8 100.9 103.0 95.9 106.8 103.7 96.1 105.1 
September. . 131.2 138.9 129.9 1213 114.1 122.1 1151 113.6 118.1 105.4 110.3 
October era. 123.3 129.2 112.1 113.6 108.1 117.1 109.8 112.4 125) 102.3 129.3 
November. . 142.1 147.9 131.3 130.1 123.3 136.6 128.3 125.5 125.4 ТБ 152.4 
December. . 146.9 162.6 160.5 130.0 122.2 126.8 122.0 121.6 129.9 114.4 142.9 


Source : Statistical yearbook for 1957. 


TABLE 16 customers’ needs.1°° However, such measures can 
hardly be expected to have much impact on a problem 


Monthly export deliveries by east German engineerin Ee Е вер: 
Ре у ы ы arising essentially from the combination of strains 


industry ae 
on resources, coincidence of plan periods and accept- 
Percentages of yearly total ance of fulfilment of gross output plans as the main 
oe oe 1007 1657 measure of success. The solution is likely to depend 
Plan @ Actual Actual mainly on the better adjustment of supplies to de- 
mand ; and some smoothing-out of the end-month 
January .... 7.4 5.36 2.6 output peaks has been reported in several countries 
ee ke 4.2 ee 5.0 in 1958. The monthly and quarterly patterns do not 
seul hee Fi a в yet seem to have been greatly changed ; but а con- 
Vion eee 58 73 71 tinuation of the relaxation of strains оп- supplies 
June...... 9.0 11.0 112 witnessed last year should bring further improvements. 
DULY 27 Gio ea sat ee 6.1 7.6 51 
August . 7.9 8.5 7.3 ; * a ae : 
ие ae tae ‘on (b) The current situation of individual countries 
ee а oF ie te While plenty of imbalances in the eastern European 
December as 19.2 167 oe and Soviet economies remain, and problems of raising 


productivity both of labour and of capital are a con- 
Se ee tinuing preoccupation of the authorities in the region, 


в On the basis of export contracts of the end of 1956. a 
Monthly average of first quarter of 1956. 20S Promyshlenno-ekonomicheskaya Gazeta, 16 January 1959. 


ee eee 


the progress made during the last two years in alleviat- 


5 some of the most hampering and widesprea past 
shortages and distortions thraws into lief the varia 
tions, rather than the similarities, in the production 
and trade structures and the economic development 
problems of individual countries. The remainder of 


this chapter therefore attempts to outline briefly the 
main features of each country’s current position. 


Czechoslovakia 


Czechoslovakia and Hungary were the two coun- 
tries showing the sharpest reductions in the rate of 
growth of total industrial output as a result of the 
shortages of basic supplies and imbalances in pro- 
ductive capacity which came to a head about 1953 
or 1954. But in the former country a rapid expan- 
sion was subsequently resumed and has continued 
without a check to the present time, though 
complaints, both of specific shortages of fuels and 
materials and of failure of enterprises to fulfil assort- 
ment plans, have been continuous until this year. 
Nevertheless, the strength of the Czechoslovak 
economy, stemming from its diversified production 
and export structure, enabled it to wheather far more 
successfully than eastern Germany (the next most 
highly industrialized country of the region) both the 
intensified fuel shortage resulting from the cutting 
back of Polish coal exports at the end of 1956 and 
the relative slackening of demand in 1955 and 1956 
in the engineering markets of the region.1°% Metal- 
using industries benefited from the boom in capitalist 
markets until mid-1957, and have not done badly 
in 1958; and markets for the traditional light indus- 
tries expanded as a result of the large increases in 
consumption in eastern Europe in 1957 which con- 
tinued, in eastern Germany and the Soviet Union, 
into 1958. The 18 per cent rise in the volume of 
imports in 1957 seems to have been sufficient not 
only to allow fairly smooth industrial progress in 
that year but to provide for the needs of 1958 without 
any immediate further rise in imports. 

In 1958 total gross output of the “ fuels and energy ” 
branches increased, for the first time since 1954, 
faster than total industrial production. Similarly, 
the plan for installing power generating capacity has 
been overfulfilled for the first time since such plans 
were made, and capacity has increased by nearly 
10 per cent, equalling — also for the first time — the 
rate of growth of electricity output.1°7 Neither 
deliveries of investment goods to the domestic market 
nor acceptance of export orders seem any longer to 


106 See the SuRvEY for 1957, Chapter VI, section 2. 

107 However, the practical value of this achievement was tem- 
porarily reduced by the fact that only 280 MW out of the 435 MW 
capacity installed during the year could be definitely com- 
missioned, while the others are still at the stage of trials. The 
plan for commissioning was 403 MW. (For figures concerning 
the earlier years see the SURVEY for 1957, Chapter 1, р. 17.) 
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be seriously limited by metals supplies, whereas even 
in 1957 both the plan for investment in machinery 
and that for engineering exports were under-fulfilled. 
The 17 per cent increase in the output of the Ministry 
of Heavy Engineering in 1958 shows that even this 
branch, held back in 1955-1957 by the shortage of 
materials, has fully participated in the general ex- 
pansion, together with vehicles, agricultural machinery 
and metal-made consumers’ goods. The pattern of 
expansion is illustrated by the following figures (per- 
centage increases over the 1957 level) : 108 


A. Below average 


Passenger coaches . . .—33 | Phosphate fertilizer .. 6 
BUSES: та one ies —20 | Motor-cycles ..... 6 
Па 2% О ооо х 6 
еее =4з|Рарег-на oa 7 
СОКЕЕ. „мере На А Ва сад 7 
@оо3 уро Тез ЕЕ: 7 
ОБО Ев 0 | Washing machines... 7 
Beer eres Sas aS; Ц || Cruderstec| mae 7 
Window glass. .... OP AS ENON eG Bh ce 7 
Meatpprodtictsa eran.) то зв Olledustec! aan sari 8 
Sulphuricyacid sensei 4. | Sugar = a) о а: 8 
Causticisodate, hie Sis | poilketa Onics mem een eae 9 
Rubbers footwear сор 9 | Со ос - 9 
Metal-cutting machine TERED MARS. 5 Ge оо 9 

аа Gace 5 nee Sil ИЯ 5 4g 2 ae 9 
Food industry ..... 6 | Slate for roofing ... 9 
Ио G&G oop в 6 

B. About average 

Knitted underwear. . . 10 | Browncoal...... 11 
Linen and  зепи-Ппеп Manufactured consumers’ 

fabrics. serie ars. spree 10 LOS о Ae Il 
Precision instruments... . 10| Chemicals 2 =. 2a И 
А 993 ооо И 1 Я, 2 6G 6 oo 5 8 12 
15949 ое в во а сете и 12 

С. Above average 

ENCrOy ed a ae ae jis} || 1 We 2 Go за < 22 
OTA gas Gada 8 lo 13 | Leather footwear ... 22 
ое а cn. М оо сат aeunuee eras 26 
Sulphonamides .... 13 | Electric cookers .... 27 
Artificial fibres ... . 14 | Domesticsewingmachines 28 
О а voecea ake «fot 14 | Calculating machines. . 30 
ат ce eae oles 16 | Pre-fabricated building 
Heavy engineering . . . 17 COMPONEMS cen 34 
Agricultural machinery Steam turbines .... 43 

andivenicles. «1m. 17 | Rolling-mill equipment . 46 
Каст Зее и. 19 | Nitrogenous fertilizer . 46 
Automation equipment Hydro turbines .... 48 
and semi-automatic lathes 19 | Chemical equipment . . 55 
Building industry. . . . 20| Aluminium ...... 58 
Roller bearings ... . 20) |) Мата ва. и. и. 67 
Refrigerators’... « 20 | Тео 525... . 69 
арена 21 || Зе 3 о о . 4. 70 
Polyvinyl chloride . . . 21 | Power-assisted bicycles . 132 
Vacuum cleaners ... 21 Motor scooters ... . 703 


108 These data, and those for other countries given below, 
have generally been computed from the annual plan fulfilment 
reports. The figures in italics refer to the gross output of indus- 
trial ministries or groups of centrally managed enterprises, 
and have only an indicative value: they should not be confused 
with the industrial branches referred to in Chart 5. The other 
percentages refer generally to physical quantities (sometimes 
values) based on the absolute figures now available in statistical 
yearbooks and bulletins. 
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TABLE 17 


Index numbers of productivity in physical units 
in Czechoslovakia in 1958 


Corresponding quarter of 1957= 100 


iardiccoalipermiitichae etme о ба о 
Вто соайревиииего ее 109 111 109 


Electric power generation per worker in 
ОМОН) 5 5 oo oo Goan о 
Daily production of steel, in tons per 
sq.m. of hearth surface of open-hearth 


EUTNACES и ees: nme es ceed) ae 112 100 102 
Rolled products per worker in rolling 

его Во соо te Tes. us 108 104 106 
Bricks and roofing tiles per worker . . . 120 99 108 


Production of worsted yarn in kg. рег 
hour per worker in spinning mills . . 98 109 109 


Source : Economic News Service, No. 1 ,1959. 


Finally, considerable investments, together with 
better utilization of equipment, have raised рго- 
ductivity in the basic sectors where output can be 
measured in physical quantities (see Table 17), so 
as to relieve to some extent the manpower shortage 
in these industries. There remains the relatively less 
important problem of increasing the flexibility of 
production planning so as to avoid the building-up 
of large unsaleable surpiuses of particular goods 
— while accentuating shortages of others — as 
demand patterns change. This is of more immediate 
importance in Czechoslovakia than in some other 
countries of the region, simply because of the greater 
diversity of the industrial structure and the higher 
income levels in that country. Some of the issues 
involved in its solution are discussed further in 
Chapter IV, section 3, below. 


Eastern Germany 


The eastern German economy is basically more 
vulnerable than that of Czechoslovakia to unfavour- 
able external developments, first, because оЁ its 
greater dependence on imported fuels and raw 
materials and, secondly, because of its exports struc- 
ture. Whereas in Czechoslovakia engineering exports 
account for only some 40 per cent of the total, and 
are widely distributed over practically all major 
branches, in eastern Germany this share reached 
60 per cent after the suppression of reparation 


deliveries in 1954, and has only recently fallen back 
to 48 per cent. Moreover, these exports are still 
mainly heavy engineering products, despite the 


changes in composition recently achieved, including 


such very metal-intensive goods as ships, steel 
constructions and equipment for cement and metal- 
lurgical plants. The unbalanced east German indus- 
trial structure at the start of the post-war period, 
and the long-continued external burdens on the 
economy, meant that a much smaller proportion of 
investment than in Czechoslovakia could be devoted 
to diversification and technological improvement 
within the processing branches; and resources were 
heavily concentrated until the mid-1950s on new 
capacity for fuels, metals production and a few 
branches of engineering.1° 


The strains felt by most eastern European coun- 
tries in 1953-1954 were alleviated for eastern 
Germany by the ending of reparation deliveries, 
which made possible additional imports, and thus a 
fuller utilization of light industrial capacity ; and past 
investments in the basic sectors also began to bear 
fruit at that time. By the end of 1955, however, east 
German metal-using industries were facing difficulties 
in expanding, or even maintaining, their exports (pre- 
dominantly oriented towards other markets within 
the region and insufficiently competitive in the west). 
A major new investment drive, initiated in 1956, 
aimed mainly at rapid expansion of domestic supplies 
of fuels and materials 4° and a complete re-tooling 
of the engineering industries within two to three 
years. The result was a levelling-off of east German 
trade and an intensification of raw material shortages 
even before the substantial reduction in availabilities 
of fuels and metals, consequent upon Hungarian and 
Polish difficulties, towards the end of 1956. 


The smallest post-war increment of industrial output 
in eastern Germany was registered in that year; but 
the situation was changed in 1957 by the provision 
of greatly increased supplies of fuels and materials 
— particularly from the Soviet Union — and the 
stepping-up of Soviet orders for east German exports. 
This development continued into 1958. Soviet and 
eastern European markets absorbed not only more 
equipment, but also a wide range of manufactured 
consumers’ goods, and imported supplies of critical 
materials and fuels were sufficient to permit the 
largest proportionate rise in output since 1953 despite 
the continued slow growth (by 1 per cent) of east Ger- 
man brown coal production. Changes in the structure 


109 See the Economic Bulletin for Europe, Vol. 8, Мо. Be 
pp. 70-84. 

“1° The 1956-1960 Plan, in its first version, provided for а 
30 per cent increase in brown coal production, with a 55 per 
cent increase in industrial output. Actually, the increase in 
brown coal production will be hardly more than 15 per cent 
for the same increase in total output. 
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TABLE 18 


Structure of production and exports in east German engineering industry 


a ee eae Awe Fornienirene ЗЕ СО: EE oh ИАА BI А, 


Production а Exports 8 
1955 1957 eect ey 1955 1957 ЕО 
LOG] arr 30. 100.0 {00.0 118 100.0 100.0 113 
Незууеротаеетитро о, ae 18.3 19.2 124 22.9 20.4 101 
General НИ mame а 16.1 15.4 113 18.9 17.4 104 
Vehicles асе. 19.8 20.2 121 14.5 15.3 119 
ПО Борок бане 6.7 4.6 81 11.0 9.3 95 
Metal goods AE he? RN, Be 8.3 8.2 Я 15 2) 168 
Eleeincaltensinechin came ieee 19.8 21.6 129 11.9 11.5 109 
Precision and optical instruments 6.0 55 112 10.1 11.0 122 
Complete industrial installations? . . . — — = 9.2 12.8 157 
Castings and forgings ¢ 4.2 5.1 121 — — — 


а. к Statistical yearbook for 1957 and Vierteljahreshefte zur Statistik, 
о. 


@ Gross output at unchanged plan prices. 
Ь At current foreign trade prices. 


of exports and output in the metal-using industries 
permitted a growth of production greater than the 
rise in metal inputs (see Table 18), and labour pro- 
ductivity in these branches rose particularly fast. 
At the same time improved supplies permitted cost 
reductions, through better use of capacities, in the 
metallurgical branches. 


The decision to raise consumption substantially 
in 1958 (see section 2 above), itself made possible 
only by the easing of balance-of-payments and raw 
materials supply problems, contributed to the growth 
of light industrial output at rates contrasting strikingly 
with the quasi-stagnation of these branches in 1956. 
This is illustrated by the following figures (percentage 
increases in output over the 1957 level): 11 


A. Below average 


Iron ore —0.6 | Hard coal . 5.4 
Brown coal ..... el Motor-cycles . ‚94 
Brown coal briquettes. 1.2 | Nitrogenous fertilizer. 5.6 
Bricks 2.4 | Knitted underwear . 5.6 
Genicit eee tee Oo | ЕО tenuilizeness 9 
ФЕ оч м ee Ge oul |) Rolledesteclesheets =. 16.1 
Coal mining . 9531 Copper ore 2 6.4 
Sulphuric acid . зд ElecinicgpOwele.) еб: 5 
Глте ор во Тм юм. вр ое СТИ] 
И Зо о ое 3.81 Weistewatches . ... 6.8 
Tiles Suc, < AOm | Hot кое ее 2. =) Vel 
Calcined soda . . AO) |) (Cems Seek 6 4 5 9 Moll 
Calcium carbide . 4.5 | Wood, paper, cellulose 7.5 
Paper . 4.7 | Mining and metallurgy . 7.8 
Sulphur . .... 49 | Knitted outerwear 8.6 
Crude steel >... . 5.1 | Polyvinyl chloride 8.7 


111 See footnote 108 above. 


С Includes the very labour-intensive machine tools, the exports of which have 
increased by about a half, whereas the metal-intensive sector (some 60 per 
cent of total heavy engineering) has decreased by 20 per cent. 


d Mainly under heavy, general and electrical engineering in production. 
€ Intermediary products, not exported as such. 


B. About average 


Cold rolled steel. . . 9.1 | Textiles, clothing,leather 10.9 
(WTC 5 2 5 oe oe 9.5 | Food processing 12.0 
Heavy engineering Sa В eta норы srs: eal P2X0) 
Мо богата. = 9.5 | Leather footwear. . д 
Glass and ceramics 9.6 | Radio sets aT 12.8 
IROLYSty 1 Ol оо nara ae 10.1 | Synthetic rubber . . 12.9 
Worsted woollen fabrics 10.6 
C. Above average 
Rerlon yarne в: . 13.6 | Equipment for light in- 
General engineering . . 14.0 ЗИ се 23.3 
О Бо обоб 14.0 | Сагдеа yoollen Sunde: 28.0 
Men’s ready-made Equipment for food in- 
clothing 14.8 dustry 28.5 
Non-cutting machine Motor scooters . 29.8 
tools ; 15.0 | Electric stoves . 34.4 
Pre-fabricated building Equipment for briquette 
components 16.0 factories . 36.9 
Power-assisted Е. 16.9 | Spare parts for agri- 
Perlon silk а cultural machinery . 41.5 
Electrical engineering . 17.6 | Children’s ready-made 
Cement products. . 18.6 clothing . 43.4 
Women’s ready-made Perlon fabrics . 45.9 
clothing . . 19.7 | Machinery for sugar 
Accounting mene. RO PAIRS refineries. 51.8 
Agricultural machinery 21.8 | Television sets . 65.5 
Machinery for paper Wheeled tractors (18- 
factories . . 22.4 30 hp). See Ors 
Chemical equipment 231 Refrigerators . 110.2 


As in most other countries, electric power produc- 
tion and the installation of new capacity (a 10 per 
cent increase) more nearly kept pace with general 
industrial growth than in the past; and the weakest 
sector of east German industry is now building, where 
output is hampered by the lagging of materials 
supplies and by labour shortage. 


ae ee 


Hungary 112 


After production crises in 1953-1954 and again 
in 1956, credits granted in 1957 — mainly from the 
Soviet Union — permitted a rise of raw material 
imports to a level one-third above their previous 
peak and the start of a process of economic recovery 
which was continuing throughout 1958. The effects 
of past trade difficulties and their impact on invest- 
ment and output — as well as planners’ optimism 
about the possibilities of domestic expansion in basic 
sectors — are reflected in the fact that for a number 
of key products output in 1958 was still below the 
targets set for 1954 in the First Five-year Plan: 


Plan Actual 

1954 1958 
Coal and lignite (million tons) .... 27.5 24.2 
Electric power (million MWh) 6.93 6.50 
Crude steel (million tons). ...... 2.20 1.63 
Cement (million tons) ........ 2.10 1.30 
Cotton fabrics (million за. т.) ... . 264 218 
Woollen fabrics (million sq. m.). .. . 27.0 252 


Sources: Magyar Kézlény, No. 78, 1951, рр. 443-449; Népszabadsdg, 
18 January 1959. 

Hungary has thus remained heavily dependent on 
imports of fuels and most raw materials, with good 
possibilities for production of high-quality foods, 
large bauxite deposits and —a potential rather than 
an actual asset — rich sources of nuclear fuels as 
its main indigenous material resources. Neglect of 
agriculture, as elsewhere in the region, for long 
limited the growth of output and exports of food- 
stuffs. However, since the peak of the last period 
of steady economic expansion in 1953, some progress 
has been made in changing the pattern of produc- 
tion so as to lessen balance-of-payments strains. 
Within the rapidly expanding chemicals sector phar- 
maceuticals production for export has risen раг- 
ticularly fast, together with output of fertilizers and 
of organic chemicals; and within the engineering 
sector output has been increasingly oriented towards 
products with a low import content, such as electrical 
and telecommunications equipment (output of the 
electrical engineering industry rose by 60 per cent 
over the five years) and precision instruments. 
Nevertheless, the general pattern of Hungarian 
development implies a continuing heavy dependence 
on foreign trade. 


Index numbers of gross output in Hungary in 1958 


1953=100 
Walters” Sg of Ge oe 108 | Total heavy industry . 123 
Electric power . . . . 142 | Light industry .... 132 
в Боос 120 | Food and beverages. . 128 
@hemicalsis.9 2 40: 167 | All state industry. . . 125 
Building materials . . 128 | Co-operative and private 
Basic industries. . . . 133 И eee eae 135 
Ta ee 115 


Metal-using 


112 See also Economic Bulletin for Europe, Vol. 7, No. 2 
pp. 85-110 and Vol. 9, No. 1, pp. 67-87. 


As the above figures show, electric power produc- 
tion has kept pace with industrial growth rather 
better in Hungary than in some other countries of 
the region, and again rose faster than over-all indus- 
trial output in 1958. Coal stocks carried over from 
1957, together with higher domestic output, allowed 
imports of coal to be cut by more than half; and 
increases of some 40 per cent in iron ore imports and 
of 10 to 15 per cent in imports of rubber, cotton and 
wool also helped — together with the previous year’s 
stockbuilding of other materials — to support the 
general expansion. While exports both of machinery 
and equipment and of foodstuffs rose fast in 1958 
(by 30 per cent and 20 per cent respectively) the 
most rapid growth within the over-all rise of 40 per 
cent 113 was almost certainly in the consumer-goods 
field. This was made possible to some extent by the 
stabilization of consumption noted in section 2 above; 
and, as can be seen from the following data, the 
major increases in output in 1958 were in the metal- 
using sectors (percentage increases in output over 
the 1957 level 114) : 


A. Below average 


а ее —4 | Cotton fabrics. .... 5 
Уегиса аще. se sae: —4 | Woollen fabrics .... 6 
Bricks ust Hate wise 25| Knitwear a tease Е 8 
Food processing Aa Textiles SN... eee 9 


B. About average 


Glothing? о. м 12 *Sulphuric acid. eee 14 
Beery cece eens 2 12 | Building materials . .. 14 
Соаб оо cp. ene 14 
C. Above average 

[Bauxite sree eee 1 | rude. Olle a meee 23 
Пеле вое =... - TO" Omics” 2 ne se eee 23 
Engineering и... > 17 | Radio and electronic 

ОЕ Е 18 гартен пы Е. 29 
Metallnr ayaa ке 1S.) Сетевая Ste 32 
Precision inSUPuMents ae. Gamelo. ВИЗ a ae eee 4+4 
Ghenncals an. ве 1: “Aluminium о bess 52 
Electrica power ни КО Motor=cyclesae =. ecu 59 
White ворс J9 | Nitrogenous fertilizers . 92 
ROVeGsstce ia вое 215 | Shelevisionyscts see 483 


Poland 115 


Many of the difficulties hampering development 
of the Polish economy in the mid-1950s were the 
inevitable result of a very rapid process. of indus- 
trialization involving the establishment of new, and 
large, units of production heavily concentrated in 
the metallurgical, engineering and chemicals branches. 
With each new project representing large additions 
to capacity in its branch, every completion was 


48 The rise over the 1955 export peak was 12 per cent. 
114 See footnote 108 above. 


"5 For a more detailed discussion of past developments, 
see Economic Bulletin for Europe, Vol. 9, No. 3, pp. 21-42. 
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virtually certain to create temporary bottlenecks in 
raw materials supplies or related processing capacities, 
or both. The need to rely on a small margin 
of foreign trade —connected with the stagnation of 
agriculture and relatively slow growth of output of 
basic materials and coal as well as with the strong 
investment drive — meant that scarcities due to 
lagging of planned capacities in one branch behind 
the progress in another could not easily be relieved 
by imports. 

Trade problems were intensified in 1957 by the 
rapid rise in consumers’ incomes and the poor harvest 
of 1956 ; but the point had, in any case, been reached 
where a continuation of past rates of over-all indus- 
trial growth depended on the drastic cutting back 
of coal exports and the rapid expansion of imports 
of raw materials, especially — given the change since 
1954 in the relative priorities accorded to industrial 
investment and to the growth of consumption — for 
the light industries. In 1958, by contrast, the indus- 
trial expansion was continued despite a restoration 
of part of the earlier cut in coal exports and without 
further increasing imports of raw materials (or the 
level of industrial employment). Drawing on raw 
material stocks assisted this development, as did some 
shift of emphasis back to a faster relative expansion 
of engineering (including production of consumers’ 
durable goods 116) and chemicals than of the light 
industries, and a significant widening of traditional 
bottlenecks in power supplies and some other pro- 
ducts. 


The improvement of coal production, already 
noted, promises to be lasting, since it represents 
higher output per man-shift; and the growth of 
electricity output and power generating capacity was 
even greater than in Czechoslovakia and eastern 
Germany, at least temporarily eliminating all short- 
ages of power. In the metallurgical industries, cost 
reductions and improvements in the product-mix 
have been reported, as is the case in the engineering 
sector also. Serious cuts in production and exports 
of railway rolling stock (an important branch of 
Polish engineering) have been mainly due to the 
large-scale change-over from steam to electric and 
diesel locomotives now proceeding in Poland and 
elsewhere in the region. The rapid expansion of 
chemicals output mainly reflects the entry into pro- 
duction of new plants ; and the lagging of some light 
industrial branches behind the general expansion 
reflects, in part, a slow adaptation to changes in 
demand for their products. The main pattern of 
development is illustrated below (percentage increases 
in output over the 1957 level 11") : 


116 The very large increases registered in these lines of 
production reflect changes — retooling, etc. — ш the engineering 
sector started as early as 1956. 

117 See footnote 108 above. 


A. Below average 


Steam locomotives . .—69.2 | Railway passenger car- 
Freight wagons. . . .—68.1 ее А 3.8 
о рр —35.4 | Timber and wood pro- 
и cate ae —8.8 НД со 4.4 
Window glass .... —4.3 | РВ ноп....... 4.9 
Agricultural machinery —2.8 | Miningandenergy .. 4.9 
Hosiery =. Sere. —2)= Cotton 533. nen ei LO 
Bricksigersaieatt ion: OS iGellilose = mee ев ay | 
Hard, coal ве OSA) Табе Gen Бат. > 6.2 
LT ice 8 Bea TOS Stcclie era ear. 6.2 
О. [03 aie Cigare ера 6.2 
COKE en № Did aes ketaOlics 5 56 6.7 
Wioollenetabiics ооо 229 | ИП Бозе 6.8 
ZINC Chae а 24 Веер ease 7.0 
вает уса 6 4 «VASA Meee Sg sy sob & 1:3 
INOUEGMSteel memes аура Tes 
Sugar eee, ee 3.4 | Food processing ... 78 
Sewing machines. .. 3.6 
B. About average 

КПА res au О | eIS DAT GUST yam ny) 
Building and _ building PN Uva We ene Gua 10.2 

Те ILS sae ee en 9.3 

C. Above average 

Gastic sodas оо Ус оета ета 3+. 6:20: 5 
Metallurgy and metal Bicycles ее 35:9 

WOU Aon ou oO 6 TTS оо о о eee 35.9 
ОЕ Бао бо 12.1 | Motor-cycles, motor 
Artificial fertilizers . . 12.4 scooters and power- 
Elecinicn powermt 18 assisted bicycles . . 40.9 
Meat presenves mary 13:5 sIVLOLOR-CaliS/ с arts 41.7 
Chocolate products. . 14.2 | Electric motors ... 43.2 
Sulphuric acid . . . . 14.8 | Electric washing ma- 
Leather footwear. . . 14.9 Gms 5 5 ooo 53.1 
СИИ а вова 15.7 | Calcined soda .... 58.6 
Sea-going vessels L826 А о es ween ива 67.3 
ее Say als 19°08 iansanine jan en cee 75.8 
Ка. 22.1 Refrigerators .. . . 153.7 
Pharmaceuticals .. . 26.1 | Television sets. . . . 257.1 
Brown coal). as a: 26.6 | Polyvinyl chloride . 2,434.3 
Rumania 


Data on Rumanian industrial development are 
fragmentary, but sufficient to indicate a greater con- 
centration on basic sectors, especially fuels, and less 
development of processing than in most other coun- 
tries of the region. Investments have been con- 
centrated in the most capital-intensive sectors, thus 
offering relatively limited possibilities of expanding 
industrial employment ; and an extreme example of 
this type of development is the recent commissioning 
of two fully automated blast furnaces, in Hunedoara, 
employing only eight workers per shift.148 


Since 1950 investments in the oil and natural gas 
sectors have absorbed some 30 per cent of all 
resources devoted to industrial investment; but the 
marginal return to investment in the oil industry 
appears to have been steadily falling. Reserves of 
oil and gas are relatively limited,4° but these 
represent 80 per cent of all fuel reserves available 


118 Probleme Economice, No. 5, 1958, p. 144. 
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for immediate industrial exploitation — compared 
with an estimated 40 per cent of total fuel reserves. 
Crude oil output has increased only slowly since 1955 
(by 6 per cent up to 1957), and the lack of invest- 
ments in refining installations !?° perpetuates ex- 
tremely wasteful processing. Since there is a shortage 
of refining equipment throughout eastern Europe, it 
is unlikely that Rumania can rapidly modernize this 
sector; and competition for equipment with other 
producers might affect also the prospects of a 
chemical industry based on natural gas, which is still 
in its infancy in Rumania. 


The persistent difficulties in the petrol industry 
(and also in timber) contrast with the recent improve- 
ments in the metallurgical branches. The completion 
of the Hunedoara blooming mill at the end of 1958, 
following that of the tube rolling plant in Roman 
and of the blast furnaces mentioned above, means 
that the most important investment projects of the 
First Five-year Plan are, or soon will be, completed. 
Output in the metallurgical sector will increase in 
1959 by some 25 per cent to reach the targets 
initially set under the Plan for 1955. 


Output 
(Thousands of tons) 

1955 1957 1958 1959 

Plan Actual Actual Plan 
РО се eee 800 686 745 te 
Cmee Sis . 6 6 6 uo 6 №252. 864 950 1300 
Rolled steel 

(including tubes). . . . 1018 663 


Sources; Plans, plan fulfilment reports and Munca, 23 December 1958. 


Bulgaria 


Bulgarian industry seems to have been less affected 
than that of some other countries in the past by fuel 
and power scarcities, which were virtually eliminated 
by the end of 1956 ; and engineering is still too small 
a sector for shortage of metals to have seriously 
limited progress. Fluctuations in over-all industrial 
output have reflected mainly the impact of harvest 
variations on the output and exports of the food 
processing industries. Production in the textiles 
sectors has been largely determined by foreign 
supplies of materials, and by Soviet export orders; 
but, in general, variations in the rate of growth of 
export earnings and — at one remove — in imports 
have affected mainly the rate of domestic investment 
in equipment. 

In 1958, although it is still uncertain whether total 
industrial output rose by 11-12 per cent or by 16 per 
cent (both figures have appeared in official sources), 


1° See Lupta de Clasa, No. 4, 1958, p. 65; Probleme Economice, 
No. 10, 1958, p. 86. 


120 In the 1954-1957 period, 76 per cent of investments in 
this sector went to extraction and only 13 per cent to refining 
(Probleme Economice, No. 4, 1958, р: 22). 


it is apparent that the over-all expansion reflects a 
combination of very rapid expansion in the new basic 
industries,121 especially ore-mining, chemicals and 
ferrous metallurgy with an equally substantial increase 
in the traditionally important food industries.1?* Other 
branches accounting for a large part of total output 
(e.g., textiles and clothing) have progressed less 
rapidly, as is indicated below (percentage increases 
in output over the 1957 level 123) : 


A. Below average 


Tinned vegetables! seen a — le CCDC tas © ое © 6 
Paper a create es 3 \mCoalie: Se ae eee 7 
Тибете о еее 5 | Woollen fabrics) eee 
Timber and timber pro- Silk: fabrics a7 еее 8 

COSSUIG mare maa ee 5 | Nitrogenous fertilizer . 9 
ен ace) eae JO TEXTES <= eae 9 


B. About average 


ZANC cP Ce eee 10" |"*Goods wagons’ “es en 12 
Caleined soda... . . 107 Ме оли ЧЕ seen elec. 
ее. Seo 10 | Меаё products sea a LS 
Cellulose Бо асов ТОНЕ све роже: cee 14 
Собора eee МЫ ооо — 4 2° 5 =. 14 
Ver oeoneanimecse a ose Jk | UNS 4 eee eee se | 14 
Lead concentrates . . . 12 


C. Above average 


Пса ас @i ве so т Edible oly eo eee 22 
TUDES 2 eee ee tse Chentcals oe eee 22 
Caustic’soda. . = 2 = 2 "LS" РОО ргосеззте sea eee 
Butters; Ge. Pee 165 |\Grainicombinesm ears eee 
Gontectionety s.r 17| MOMECE™ 5.7... ое 23 
Non-ferrous metallurgy . 17 | Footwear...... lO 
Kitchenware овес S| Metal-usiie” | ae eee 
Вск. Se ere 18 | Beer Е, 30 25 
Вийате имена a. 18 | Сорревоте а eee 
Glass and porcelain .. 19 | Ferrous metallurgy ... 26 
Rolledestecle re ра ee ee ee 
Hardeleatherus 2) 1979) Blecthigtmotors’ en 
Upper leather a... 19| Grude stecl о eee 
Softgleather™s san ое. в geen ВЕ 37 
Gheeseen wien oe. aes Ооо Sees 54 
Leather and footwear. . 20 | Sulphuric acid. .... 58 
ООВ оо hg ooo oe 21 | Phosphate fertilizer . . 334 
Albania 


Industrial output again rose fast—by 20 per 
cent — in 1958 in Albania; and ore mining not only 
showed the biggest increases over 1957 (chrome 
Output rose by 20 per cent, copper by 56 per cent 
and extraction of iron-nickel ores began with a pro- 
duction of 88,000 tons) but the biggest excesses over 
plan. A cutback (larger than had been scheduled) 
took place in crude oil output (from 490,000 to 


р veh Except in crude oil, where output has decreased in the 
first nine months of 1958, possibly on account of a deliberate 
holding back of extraction to match refinery construction. 

122 In 1957 the output of state food industries increased by 
only 2 per cent following the bad 1956 crop. 

123 See footnote 108 above. 


403,000 tons), presumably because the 1957 gusher 
had overrun storage and refinery capacity,124 but the 
full operation of the refinery at Cerrik (commissioned 
in stages during 1957) brought increments of 46 per 
cent in motor spirit and of 31 per cent in derv fuel. 
The completion of the Karl Marx hydro-electric 
station at Ulze in January 1958 seems to have added 
little to power output? Total generation during 
1958 was 150 million kWh, or 25 million more than 
in 1957, and will be only 165 million kWh in 1959, 
whereas the rated capacity of the new station in a 
normal water year should generate 120 million kWh. 
The drought must have retarded the filling of the 
reservoir and the grid to Tirana and Cerrick has not 
yet been completed. Petroleum clearly supplied a 
greater share of energy during the year, while coal 
output rose by just 84/2 per cent—in accordance with 
the country’s long-term fuel programme 126 a big 
mechanization programme was nevertheless intro- 
duced in the coal mines during 1958. 


Percentage of fuel production 


1955 1960 1965 
OU 2402 i155 86.0 87:0 
Coal Ще ШИ 53 
Фа 9 3.0 Я 


Source : Ekonomia Popullore, Мо. 5, 1958, рр. 26-27. 


Consumers’ goods production partly reflected the 
harvests of 1958 and the preceding year — sugar 
output rose by 14 per cent, tobacco products by 
88 per cent but olive oil output dropped by 12 per 
cent — and partly a re-direction of resources — fur- 
niture output rose by 37 per cent but production of 
plywood fell by 8 per cent. 


Soviet Union 


The 1958 plan — the gross value of which called for 
a 7.6 ‘percent increase over 1957 and for which a 
21/2 per cent over-fulfilment was recorded 127 — placed 
particular emphasi micals, oil refining, natural- 


gas exploitation, and metallurgy (notably ore extrac- 
tion). With the exception of oil-refinery equipment, 


124 Rail and pipeline capacity may have been a further 
bottleneck. 

128 Because its power was very much cheaper than that from 
existing plants, electricity tariffs for non-industrial users were 
cut by 22 per cent when the new station came into operation, 

128 Based on the distribution of fuel reserves (in calorific 
content): oil — 91 per cent, natural gas — 7 per cent and coal 
— 2 per cent. 

127 Year-to-year and plan-fulfilment comparisons are vitiated 
in conditions of substantial changes in specialization among 
enterprises and of the introduction of new goods (each year 
over 1,500 major types of equipment alone are introduced). 
As the list below shows gross-valued sector outputs have tended 
to show greater rates of growth than their basic components 
(metallurgy over iron ore, pig iron, steel; and rolled products; 
timber, paper and wood-working over timber and paper, chemi- 
cals over fertilizers and sulphuric acid). 


the target for which was not attained, all these sectors 
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in fact grew faster than had been planned. 


The percentage changes in output between 1957 
and 1958 of a number of important products have 


been as follows: 128 


A. Below average 


Maize combines. . . 
(СЛЕ Он о о 
Silage cutters 
Tractor seeders 
Tractor cultivators... 
Beet combines 
Vegetable oil 
ОА бов 
Passenger coaches . . . 
Macaroni products 
Looms 
Sapien sek Sessa 
Lorries and buses . . . 
Metallurgy equipment . 
Ethylwalcohnolae seen. 
Cotton fabrics . 

Bitter aye 2 fatale ex 
Food processing 

Clocks and watches 
ЕГО 
Silk fabrics 
Paper 


5 5! 


Trolley buses 
Goods wagons 
Sulphuric acid 
Mineral fertilizer 
Coke: Sr... ee 
TrOonROLe a eee ee 
Metal-cutting machine 
tools 


ee а ао ое 


Taye. ое и 
Sion о eee: 
Tinned s2000s meen с 
Woollensiabricsmss eae 
Excavators 
Е bar wee ene 
Coal 


Steel 


a ieee? aS use 


B. About average 


Knittedunderwear ... 8 
Forge and press equip- 
MSH My HSE. awe ey 8 
Motor-cars 8 
Tractors. 8 
Belt iootwedier lr wee 8 
Meat . aa 8 
Champagne . . 8 
Cigarettes. . at 8 
Metallurcy ae eS, 
Timber, paper and wood- 
working . oie, See 
Manufactured consumers’ 
РОО in 9 
Metal beds 9 
Sausage products 9 
Steel tubes 10 
C. Above 
Chemicals and rubber ИЗ 
Motor tyres . 13 
Linen fabrics ets 
Engineering and metal- 
working . oot 14 
Large electric motors 14 
Crude oil . 15 
Cement . 15 
Bricks 15 
Refrigerators a 16 
Whole milk produce . 16 
Sewing machines 18 
Motor cycles 19 
Pianos 20 
Sugar 2 


Grain cleaners 


128 See footnote 108 above. 


Fuel and power .. . 
Small electric motors 
Bearings 
Window glass 
Radios 
‘Bicyclesy tio ее в 
ТЕ ОИ 6 Зоо ов 
Slate 
Sole ОИ | 5 a 5 6 6 
Cameras 
Chemical equipment . . 
Electric vacuum appa- 
Tatus) ») ea 
Man-made fibres .. . 
Leather footwear. . . . 
Knitted outerwear . . 


average 


Oil equipment . 
Furniture `. 
Turbines int: 
Pre-fabricated houses 
Electric locomotives . 
Tractors and ploughs. 
Graders ele 
Pre-cast concrete com- 
ponents 
Television sets . 
Washing machines . 
Gas ear 
Tractor mowers . 
Concrete wall blocks . 
Dicsel locomotives . 
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ОЙ and gas extraction have grown substantially 
— mainly, as already mentioned, to alter the energy 
balance away from the costlier solid fuels, but also 
to replace coal and agricultural products as inputs 
for the rapidly developing chemicals industry.1?9 Data 
on the composition of chemicals output remain, how- 
ever, exiguous. Fertilizer production, although greater 
than planned, rose by only 5 per cent — indicating 
the need for very rapid future growth to achieve the 
proposed tripling of badly needed supplies to agri- 
culture during the Seven-year Plan. Similarly, the 
12 per cent expansion of output of man-made fibres 
contrasts with the tripling planned for the next seven 
years for the synthetic polymer groups and the heavy 
dependence of the textiles targets thereon.1° Reflect- 
ing this, and the stagnation of the domestic cotton 
crop (see Table 10),131 the aggregate output of 
textiles rose by only 414 per cent. 

The total value of consumers’ goods manufactured 
rose by 9 per cent, thanks to the continued growth 
of metal-made durable goods ; and the non-fulfilment 


а 
12° On the development of the petro-chemicals industry see 
L. Kostandov, Deputy Chairman of the State Committee on 


Chemicals, Promyshlenno-ekonomicheskaya Gazeta, 18 January 


1959. 


130 Of the 500 million metres of woollen cloth planned for 
1965, 450 million are to be made wholly or рагИу from synthetic 
wool, of the 1,485 million metres of silk cloth, 1,237 million 
are to be from artificial silk. Of the 7,7CO to 8,000 million 
metres of cotton cloth, however, only 480 million are to be from 
man-made fibres. 


131 Partly offset by growing wool supplies both from the 
home clip (see Table 12) and net imports (35,700 tons in 1956, 
43,500 tons in 1957). 


of the ambitious plan for this sector may be attri- 
butable to difficulties in inter-industry зиррИез,132 
although — as was mentioned above — the over-all 
shortage of steel sheet 133 must have been diminished 
as a result of the re-tooling in agricultural engineering 
plants — to change production-lines to less metal- 
intensive models — which caused a cut-back in farm 
machinery output and of the slow rise of motor- 
vehicle production — probably also because of re- 
tooling. 

The bottleneck in building materials continues to 
be the main limitation on the already rapid growth 
of construction. The situation improved during 1958 
partly because of the improvement in cement supplies, 
which was a general feature throughout the region, 
but also because timber supplies (another major 
bottleneck) were above plan. However, bricks, water 
and sewage pipe, sanitary ware and electrical installa- 
tions remain in deficit.1%* Part of the problem never- 
theless resides in the preferential distribution of 
supplies by the regional economic councils (sovnar- 
khozy) formed in 1957 to their own enterprises, 
frequently criticized by planning officials and the 
sufferers. 


132 Тре production centres of the goods for which targets 
were not reached are in areas of sovnarkhozy without substantial 
fine rolled steel production. 


133 The deficit of certain types of rolled steel was remarked 
in 1957 as causing under-capacity working in a number of 
engineering enterprises (A. Efimov, Perestroika upravleniya 
promyshlennestyu i stroitelstvom у SSSR, 1957, р. 99). 

134 e.g., О. Karaev, Izvestia, 24 December 1958; М. Bairamov, 
ibid., 25 December 1958; О. Bagdasaryan, ibid; A. Chulit, 
Pravda, 14 January 1959; У. Pishchela et al.,ibid., 24 January 1959. 


CHAPTER II 


THE WESTERN EUROPEAN ECONOMY IN 1958 AND POSSIBILITIES 
FOR RENEWED EXPANSION 


A. ECONOMIC DEVELOPMENTS IN 1958 


1. Domestic DEMAND, OUTPUT AND EMPLOYMENT 


By the middle of 1958, industrial expansion had 
come to a standstill in most industrial countries of 
western Europe, and in a few of them output had even 
declined. This development was the outcome both of 
contractionary policies adopted over the last few years 
to restore external and internal balance, and of a 
partially autonomous slowing down of investment 
demand and a levelling-off of overseas demand for 
exports. Both the fairly sharp declines in stock ac- 
cumulation and the weakening of exports to overseas 
were in part the delayed consequences of the slowing- 
down since 1955 of the rate of expansion in most 
countries. The main supports of economic activity in 
1958 were private consumption, the construction of 
dwellings and, in some countries, public expenditure. 


There was a marked change in the outlook of govern- 
ments and businessmen in the course of the year, with 
the initial apprehensions concerning the direct and 
indirect effects of the recession in the United States on 
western European economies giving way, by the end of 
the year, to a moderate optimism. Favourable factors 
in the present situation, which should have removed 
some of the considerations inhibiting governments 
from taking more energetic action to stimulate domes- 
tic economic activity, include, first, the slowing-down 
of wage increases, and the moderation shown in wage 
claims; secondly, the achievement of price stability in 
the majority of western “European countries; and, 
thirdly, the improvements in most countries’ foreign 
exchange reserves. The relaxation of some official 
restraints and the adoption of certain — although in 
most cases still cautious — measures to stimulate 
demand in western Europe, the fact that stocks of 
many raw materials have now been run down, and 
the progress of economic recovery in the United States, 
have already contributed towards creating an im- 
provement in the economic climate in recent months. 
In western Germany and Austria the upward trend of 


. See the Economic Bulletin for Europe, Vol. 10, No. 3, pp. 2-3, 
Chart I, which shows the levelling-off of industrial output in one 
country after another since the latter part of 1954. 


output was resumed in the latter part of 1958; and in 
the United Kingdom, the Netherlands and Denmark 
there have been recent indications of a reversal of, or at 
least a halt, to the previous decline. It would thus 
appear that a turning-point may have been reached in 
the western European economy: in some countries a 
renewed although moderate upturn Has already 
started_or is within sight and, withthe—pessible ex- 
ception of France, no further fall in activity appears 
to be threatening elsewhere. 


The Course of Domestic Demand 


The rate of growth of real gross national product 
slowed down in 1958 in all countries for which data 
are available (see Table 1); and in the United Kingdom, 
Norway and Finland gross national product declined. 
All sectors of demand generally weakened, but it was 
the levelling-off in the rate of ex Ч т- 
vestment t_and exports —the two most dynamic 
sectors of demand during the boom — which particu- 
larly affected the over-all rates of growth. The decline 
in the rate of stockbuilding in the course of the year 
and in some instances de-stocking, was a major factor 
in some countries. However, the effect of stock 
changes on gross national product is less in western 
Europe than in the United States, since western 
Europe is much more dependent on imported raw 
materials. 


The rate of growth of fixed investment slowed 


—— 


markedly in all countries except. Norway and Sweden. 
This was due ‘not only t to monetary ¢ ry and fiscal restraints 
on investment, but also to autonomous factors affect- 
ing private investment demand. The investment boom, 
followed by t the levelling-off of total demand, created 
fairly widespread excess capacities and this affected 
busifessmen’s expectations and investment decisions. 
However, investment demand speeded up again in the 
course of 1958 in western Germany and Austria: in the 
former country this was mainly reflected in house- 
building — but investment in equipment also in- 
creased again, largely in non-industrial sectors — and 


TABLE 1 


Supply and use of resources 


Percentage change in volume from the previous year 


ее re en gat Ee © eee ee 


Resources Utilization 
Countr, к Pri Public 
: и. =’ Imports Total oes Peas Mere consumption Expoms 
= 7 20 
INUGBE Бо eB 6 0-0 1956 5 5) 5 3 5; : 
1957 6 14 WS 8 4 И 
1958 3 24 3 9 3 = 
—1 
ТРЕ 5 oo осо 1956 3 14 5 11 4 : $ 
1957 1 —3 — —1 —4 : 
1958 —2 —9 —3 —4 a = 
Inrancess es fos 1s ee 1956 5 14 6 8 6 20 in 5 
1957 6 5) 6 8.5 6 6 
1958 2 — 2. 85 if —1.5 335 
Western Germany .... 1956 6 12 7 7 9 1 A 
1957 5 19 7 = 5 7 
1958 3 7 3.5 4 3 4 95 
5 12 
а а сос КОИ 1956 4 13 5 8 4 
: 1957 6 11 6 8 4 Я 20 
1958 4 —64 2 —1 4 3 2а 
Netherlands uc) ene 1956 4 15 8 8 D5 6 
1957 7 4 3 3 —1 —2 6.5 
1958 —10 
КОНЕМ 26 gg 6 oo 8 1956 4 8 5 2 2 25 9 
1957 3 3 3 4 3 4 5 
1958 —] 4 1 6 —1 2 3 
Swedent м ae 1956 3 6 4 3 3 5 10 
1957 9 5 3 2 5 11 
1958 1.5 =9 1 7 2 4 = 
United Kingdom .... 1956 7) 7) 2 4 1 1 6 
1957 2 3 4 2 —3 0.5 
1958 —1.5 —1 —1 25 2 —1.5 —2.5 
Yugoslavia... .. . . 1956 4 10 4 =F) 2 = 28 
1957 22; 30 23 30 24 16 18 
1958 Зо 13 а 4 11 4 144 
| 


Sources and methods : See Appendix В. 


in Austria the resumed expansion was accounted for 
mainly by dwellings and by public, or publicly de- 
termined, investment. In the United Kingdom, on the 
other hand, the growth of gross fixed investment 
slowed down very markedly during the year and may 
come to a halt in 1959. 

Dwelling construction not only led the onset of the 
last boom and was the sector to usher in the later 
general slackening, but it is once again taking the lead 
in the incipient revival of economic activity. This 
indeed conforms to the typical behaviour of dwelling 
construction during general fluctuations in economic 
activity, and it reflects both the sensitivity of house- 


а Excluding services. 


5 Including maintenance and repairs. 


building to changes in credit conditions and the 
responsiveness of this type of investment to govern- 
ment intervention. As suggested by the indicators 
shown in Table 2, and also by the increase in unfilled 
vacancies in the building industry, a sharp upturn in 
residential construction occurred in a number of 
countries after the prolonged winter of 1957/58. This 
was assisted by the easing of capital markets and, in 
some cases, by direct provision of finance by the 
public authorities. Investment in dwellings is now 
probably expanding faster in several countries than 
either total gross fixed investment or gross national 
product, and has been running above last year’s level 
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TABLE 2 


Dwelling construction in selected European countries 


Thousands of dwellings 


1957 
Country 1738 
I п Til IV I II Til IV 
шем. 
Belgium а Authorizations 9.0 10.8 8.1 6.9 8.3 9.2 75 
Completions 6.9 8.0 8.2 9.8 6.4 es 8.2 
Denmark . Starts oe 4.9 6.1 4.6 3.0 3.4 7.0 5.5 
Under construction РТ. 21.8 23.0 20.8 17.6 16.7 20.2 21.1 
Completions 5 5.0 6.7 6.2 4.3 5 4.6 
Finland Authorizations 6.2 8.4 7.9 И.Э 4.7 8.0 8.2 
Completions 6.4 5.0 8.9 12.5 4.9 4.8 8.5 
France . Authorizations 77.0 89.2 85.4 82.9 15.2 92.1 81.4 96.8 
Starts —— 155.0 150.6 147.8 
Completions 121.0 —== 15.7 132.1 
Western Germany . Authorizations 107.1 131.6 144.1 122.4 104.8 141.3 161.7 141.7 
Completions 54.4 0) И 20 43.0 63.3114 05234:2 
Treland . Completions 27 25 1.8 15 1.6 Иа) 0.9 
Italy . Authorizations 61.9 63.2 56.2 67.2 62.6 61.5 59.0 
Completions 42.4 43.1 41.6 47.7 41.6 41.2 40.5 
Netherlands Authorizations Та 21.9 20.4 17.3 13.6 23.0 P83) 18.8 
Starts re 23.3 25.3 20.3 15.8 14.6 24.1 25.6 19.2 
Under construction 5 98.0 101.3 100.5 90.1 84.3 85.2 90.1 84.1 
Completions 19.2 21.9 21.1 26.2 20.1 232 20.7 25.0 
Norway Authorizations 4.6 12.9 8.2 5.5 4.8 6.6 UD 
Starts ee: 3.0 10.2 9.9 6.5 3.4 7.0 8.5 
Under construction 6 19.1 РВ 26.9 24.8 ОР 23.4 26.1 
Completions 5.9 5.8 6.4 8.4 5.5 6.2 5.8 
Portugal Completions 5.0 67 6.4 5.9 5.5 WS 
Spain Authorizations 17.8 16.2 15.5 14.5 23.2 16.8 23.6 
Completions 8.0 6.6 7.6 7.4 7.3 7.1 8.1 
Sweden Starts iP. Sere 8.7 15.7 18.6 21.8 5.8 20.6 25.4 
Under construction 6 54.1 57.0 64.2 66.8 58.2 64.7 77.8 
Completions 20.6 Sel Вей 19.1 14.4 14.1 12.3 
Switzerland ¢ Authorizations 3) 9) 4.0 4.7 DLS) 2.8 4.8 4.9 5.2. 
Completions 3.8 5:2 4.6 4.9 3.2 2.2 3.4 si) 
United Kingdom Starts peed ty 64.6 80.8 74.1 61.7 56.8 TAD 66.4 65.8 
Under construction 6 258.4 261.0 261.5 245.2 235.3 239.7 236.8 229.8 
Completions UT 78.2 73.6 78.0 66.7 69.5 69.6 72.8 


Sources : National statistics; Quarterly Bulletin of Housing and Building 


Statistics, ECE. 
@ Number of buildings. 


in recent months in Denmark, western Germany, the 
Netherlands and Sweden. In the United Kingdom the 
construction of private housing, which had remained 
stable since mid-1955, began to rise again in the third 
quarter. This rise should continue as a result of the 
easing of credit and mortgage facilities, but it may well 


Ь End of period. 
с Forty-two towns. 


be offset by a continued decline in public house- 
building. 

From such evidence as is available, it would appear 
that, except for coal, accumulation of raw material 
stocks in western Europe mostly either ceased in 1958 
or turned into de-stocking. For finished goods, the 


situation is less clear-cut. Among the countries for 
which information is available, investment in stocks 
and work in progress had virtually stopped in the 
United Kingdom by the third quarter of 1958, the 
movement having first affected imported goods and, 
after recovery in that sector, having then spread to 
home-produced goods. In western Germany, total 
stocks continued to increase until the fourth quarter 
of 1958, but the subsequent decline was more than 
seasonal. In Austria, de-stocking of raw materials 
has already ceased; but in the processing industries 
larger stocks than last year’s are still reported and 
are frequently considered by their holders as excessive. 
Thus, whereas for western Europe as a whole, de- 
stocking will probably no longer exert a depressive 
effect on imports, the impact of reductions in stocks 
of finished goods on industrial production has not 
yet come to an end. 


The rate of growth of private consumption in 1958 


was also lower than in the preceding year, except in 
nS 


Italy, where consumers’ expenditure rose at the same 
rate as in the last three years; and in the United 
Kingdom, after a period of stability in the first nine 
months of 1958, privaté-consumption increased in 
volume in the last quarter, targety—reflecting the 
demand for consumers’ durable goods, in response 
to the abolition of hire purchase restrictions. Money 
wage bills generally rose more slowly than before, 
reflecting both stagnating or declining employment 
and slower increases in money wage rates, but transfer 
incomes rose substantially in some countries.? The 
trend of real wage bills no longer diverges greatly 
from that of money wage bills since prices have 
become more nearly stabilized. 


2 п western Germany, on the contrary, the increase in wages 
and salaries speeded up in the course of the year, whereas the 
rate of increase in transfer incomes declined very markedly after 
the first quarter of 1958 as the first impact of the pension reform 
wore off. The net effect has been a stabilization of total personal 
incomes since the second quarter of 1958. 


TABLE 3 


Retail sales in selected European countries 


Percentage increase in volume over corresponding period of previous year 


Total retail sales а 


Motor-cars 2 


Country and year 
I II ш ГУ I II ш ГУ 
о о бое оо, в 1957 —2 8 6 2 30 10 —4 13 
1958 5 3 3 ie 11 12 28 11 
Denmarkee ор ыь к 1957 5 10 3 3 14 15 —3 30 
1958 2 —2 4 3¢ Hi — 5 354 
inland ee 1957 2 —6 —8 —11 54 Le —23 —63 
1958 —9 —8 —5 —2¢| —43 —45 22 И 
таре: me 1957 6 11 10 4 2 3 4 12 
1958 2 —5 —7 —d 13 24 9 
Western Germany .... 1957 1 10 7 2 7 11 И 23 
1958 6 — il 2 19 21 29 15 
Netherlands). ee 1957 —1 —6 11 —15 —15 10 
1958 —1 —1 2с — —26 —11 —18 
Мода = a eee 1957 2, 4 7 —1 
1958 1 —3 —5 —4 с 
ОИ 6 пою нов OST) —3 — 2 — 4 13 10 43 
1958 — —2 —2 27 — —17 —20с 
Switzerland. ..... . 1957 2 10 qf -- 1 13 —9 
1958 3 = —1 1 с 13 —3 3 —1 
United Kingdom .... 1957 3 5 1 2 —32 1 35 46 
1958 2 —1 1 4 75 25 10 2 с 
as ee 
Sources : National statistics. © October-November. 


а Excluding motor-cars. 
© Based on new registrations. 


4 October. 


In the absence of quarterly data on consumers’ 
expenditure for the majority of countries, retail sales 
have to be used as ап — admittedly inadequate — 
indicator of changes within the year 1958. Since they 

do not include expenditure on services or other 
consumption not passing through the retail network, 
they almost certainly understate the increase in 
consumption which has taken place, as the latter 
sectors are generally less volatile than are purchases 
of commodities. As can be seen from Table 3, there 
was either no further increase in the volume of retail 
sales in the course of 1958 or the expansion slowed 
down, Maiconnies HACDENENTE, the Netherlands 
and the United Kingdom. Almost everywhere there 
was a further shift of expenditure away from textiles 
and clothing and towards household durable goods, 
and sales of motor-cars (not included in the index) 
continued to rise rapidly except in the Netherlands 
and Sweden, where new registrations declined. 


The moderate stimulus to output provided by 
public expenditure, which will probably become more 
marked in 1959, is discussed in section 2 below. 


Industrial output 


Total western European industrial production 
declined slightly in the course of 1958. In the first 
nine months it remained fractionally above the 
corresponding level of 1957; but, between 1956 and 
1957 the rate of increase had been 51 per cent (see 
Table 4). As can be seen from Chart 1, the experience 
of different countries varied greatly. Thus, Yugoslavia 


ee ee ЕЕ 
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registered the highest rate of industrial growth 
(almost 11 РЕНО ОСЕР ae: of 
the 17 per cent increase between 1956 and 1957. In 
France industrial production has remained well 
above the early evel bu i 

declining trend since the middle of 1958, while mode- 
rate rates of growth were maintained in Austria, 
western Germany and Italy. In Sweden and Den- 


mark industrial output stagnated, and it declined-in 
Belgium Finland, the Netherlands Norway and Th , the Netherlands, Norway and the 
ее semngdom,, the falls being sharpest in Belgium 
and Finland. 


—— 


But in the course of the year certain improvements 
appeared on the industrial scene. In Belgium and 
Finland the decline in production canie toa halt, 
and in Denmark and the Netherlands it was reversed. 
In western Germany and Austria a renewed increase 
at the beginning of 1958 superseded the previous 
slackening of the rate of growth. In the United 
Kingdom, the decline was arrested by the end of the 
year, though it would be premature to conclude that 
it has now been reversed. 


Chart 1 brings out certain common, and some 
divergent, experiences among countries in the be- 
haviour of output of different industrial sectors 
between 1957 and 1958. The sectors which suffered 
universal, and often severe, setbacks were coal, 
поп and_ steel, textiles, clothing and leather and 
shoes; and output of machinery declined in most 
countries. The expanding sectors were transport 


equipment (mainly motor-cars), chemicals and food. 


TABLE 4 


Industrial production in western Europe 


Index numbers (1953=100), seasonally adjusted 


1957 1958 
Count 1955 1956 1957 
Cala I II III IV I И Ill IV 
i 3 149 151 149 а 
Austria . 133 138 146 144 146 146 147 115) 
Beleium Rt 116 123 123 5 127 125 6 1175 121 120 113 HIS) 113 
Denmark .. . 111 113 117 120 119 115 114 118 117 116 120 а 
inland... . « « 127 130 5 134 144 134 135 124 131 125 129 128 а 
Егапсе ‘ 120 133 145 141 143 144 152 155 156 т. те 
Gennaiy 46 152 151 5 
Western Germany ..... & 128 138 147 146 148 146 1 
hay PRS oy ots Е 1 120 128 136 136 138 139 138 139 138 141 144 а 
Netherlands 118 123 126 130 127 126 121 125 126 128 ie 
ENOTWAY so 2 ac 1 a 117 122 126 123 128 128 126 118 123 123 ms 
Sweden ie 111 115 119 118 120 121 119 121 о es ae 
Ее | м 1 
Kingdom!) cy. о ю бо о 114 114 116 116 116 116 1 
а, ИЕ 132 146 171 158 170 169 184 182 188 182 201 a 
Total of countries listed... . 


Sources : National statistics. а October-November’ 


Note.—Factors for correction of seasona 


5 Figures affected by strikes. 


1 fluctuations have been taken from Definitions and Methods, I, Indices of Industrial Production, OEEC, Paris, 


except for Finland and Yugoslavia, where adjustments have been made by the secretariat. 
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The trend of output of building materials differed 
from country to country, depending on the extent 
and timing of the recovery of housing construction 
and the stock situation at the onset of the revival; 
but there was an upturn in the course of 1958 in the 
majority of countries. Yugoslavia was in a special 
position, in that output increased substantially in 
all industrial sectors. 


In the coal industry, as has been frequently pointed 
out, fhe accumulation of pithead stocks — which 
reached 45 million tons at the end of 1958, or one and 
a half times their level twelve months earlier — was 
due to a combination of factors: the slackening of 
economic activity, exceptional climatic conditions, 
the previous accumulation of consumers’ stocks during 
and immediately after the Suez crisis, the long-term 
contracts for coal imports from the United States 
concluded at a time of scarcity, and rising competition 
from oil. 

The stock problem is relatively most acute in 
Belgium, where short-time working was instituted in 
1958 leading to a reduction of output by about 
2 million tons, and a series of measures have been 
announced to deal with it. Imports are to be curtailed 
in 1959, subsidies are to be progressively reduced and 
will be totally abolished by 1963, and prices of certain 
qualities are to be cut. It is expected that a number 
of pits will have to close down, but an investment 
programme in the regions affected will help to offset 
the consequent unemployment. In the United King- 
dom producers’ stocks of coal more than doubled 
between the end of 1957 and the end of 1958, and a 
further 3 million tons are expected to accumulate in 
1959, raising the total to 22 million tons: this is 
considered the maximum physical and financial level. 
A cut in output by 6 million (long) tons from the 
209 million tons originally foreseen is to be achieved 
by a reduction in opencast mining and by expediting 
closures of uneconomic pits. In western Germany, 
where demand has fallen sharply, the reduction in 
imports and the recent rise in exports did not succeed 
in checking stock accumulation. Furthermore, output 
had only begun to decline below its 1957 level in the 
fourth quarter of 1958; and there are no indications, 
at present, that demand for coal will revive substan- 
tially in the near future.? 


In general, the view is increasingly held that the 
difficulties facing the coal industry may not be entirely 
resolved by а revival —of—economic expansion т 
western Europe, ап that longer-term efforts are 


- 


3 An import duty of DM 20 per ton was imposed early in 1959 
on coal coming from outside the European Coal and Steel 
Community. Exemption will be granted on half of the average 
annual coal imports from 1950 to 1958 from each country con- 
cerned. It is hoped that imports above the duty-free amounts will 
be thus prevented. This would involve a reduction of coal im- 
ports by over 8 million tons. 


needed to reduce production costs and to devise 
policies to expand output of the tight qualities” in 


places where this can be done most economically. 


The difficulties confronting the-steel industry must 
be ascribed a ee eee ee 
chants’ and consumers’ stocks and of stocks of 
components by the engineering industry as to a decline 
in current consumption. Output in western Europe in 
the first ele ег cent 
below that of the corresponding period of 1957; but 
for the three months of September to November the 
fall was as much as 11 per cent. The United Kingdom, 
western Germany and Belgium were particularly 
severely affected,* but in the last-mentioned country 
the decline had already started in 1957. In the United 
Kingdom it is expected that by the middle of 1959 
stock reductions will cease to have an effect on output; 
and in western Germany it is likely that the now rapid 
stock liquidation may come to an end rather earlier. 
However, the extent and pace of the longer-term 
recovery of steel output у will depend on the, probably 


very divergent, behaviour of the main_steel-using 


industries — motor-cars, consu : ods, 
machinery,, ral ipbuildi ion — 


as well as on export prospects. In general, construction 
and perhaps motor-cars, some consumers’ durable 
goods and, in a very few countries, machinery, may be 
expected to provide the main support to steel pro- 
duction in the near future, whereas the delayed effect 
of the fall in freight rates is now showing in the 
smaller tonnage of ships under construction. 


Wages and Prices 


Labour market conditions during 1958 reflect the 
earlier stagnation or decline in industrial output and 
also the recent resumption of expansion (see Appendix 
Table УШ and Chart 2). But changes in employment 
were smaller than those in output, out, reflecting either 
the tendency to hoard labour, or decreases in output 
per man. Even in the United Kingdom, where 
industrial production had stagnated since the end 
of 1955, employment declined less than output in the 
twelve months ending in the third quarter of 1958, 
which would suggest that labour hoarding continued. 
Unfilled vacancies were fewer and unemployment 
greater in 1958 than in 1957 in all countries except 
western Germany (ignoring the high winter unem- 
ployment in the building sector early in 1958). The 
unemployment ratio was substantially above that of 
1957 in Belgium, Finland, France, the Netherlands, 
Norway and the United Kingdom; but nowhere, 
except in the countries where there is s structural ructural unem- 
ployment — Belgium, Denmark, Fir ‚ Finland and Italy — 


4 The corresponding percentage declines were almost 7 and 
over 18 for the United Kingdom and 12 and 20 for western 
Germany. 
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has И reached serious proportions on the average, 
though important regiona ist. 

The easing of labour market conditions which had 
started earlier did eventually result in a slowing 
down of wage increases in most countries during 1958 
(see Chart 3). This was the_outcome both of-more 
moderate wage demands by trade unions and of the 
virtual elimination of the wage drift. However, 


costs per unit of output slowed down markedly in 
1958. On the other hand, unit wage costs rose more 
between 1957 and 1958 than in the preceding’ year in 
the United Kingdom, despite the substantially smaller 
wage increases which accompanied the recession; and in 
Finland there was also an accelerated rise in unit wage 
costs since the slower growth of productivity more than 
offset the smaller rate of increase of money earnings. 


although this development is often regarded as one 
of the major achievements of contractionary policies, 
the behaviour of wage costs was not everywhere 
equally satisfactory. It was only in countries where 
economic expansion continued that” increases—in 
productivity contributed to slowing down the rise 
of wage costs. Thus, in Austria and western Germany, 
where the rise in money wages even speeded up some- 
what between 1957 and 1958, the increase in wage 


It would thus appear that to initiate or reinforce 
a downturn or stagnation of output, with a check 
to cost inflation as one objective, can have the adverse 
effect of accelerating the rise of wage costs if the 
under-utilization of labour and capacity results in a 
loss.of potential increments of productivity. However, 


if a moderate expansion is resumed, it may well, in 
its early stages, involve no further rise in unit wage 
costs. Moreover, the fact that industrial expansion 


TABLE 5 


Prices in selected western European countries 


Percentage changes 


SS a Е РНЕ a ee, 
Dec. 1955 Dec. 1956 Dec. 1957 March1958 June 1958 Sept. 1958 


to to to to to to 
Dec. 1956 Dec. 1957 March 1958 June 1958 Sept. 1958 Dec. 1958 


Austria Wholesale prices ay. TS —1.9 0.1 —0.6 —0.6 1.9 
Gonsumerss prices! о. 2.9 23 2.9 —1.0 —2.8 2.6 
Belgium Wholesale prices 5.0 —0.8 —2.5 —2.4 0.1 2:7 
Consumers’ prices 2.9 3.8 —0.9 0.5 —0.4 0.6 
Denmark . Wholesale prices 4.0 —2.9 — —- — — 
Consumers’ prices Sel 0.4 0.3 —0.2 1.1 itil 
Finland Wholesale prices 9.1 13.8 0.8 —0.1 —2.4 0.8 
Consumers’ prices 16.8 8.5 1.6 1.5 — 0.8 
France . Wholesale prices 4.8 13.9 2 0.8 —1.0 0.4 
Consumers’ prices 1.2 10.1 58) 1.4 1.0 0.3 
Western Germany . Wholesale prices 3:3 0.8 0.8 —0.8 — — 
Consumers’ prices 1.8 3.5 0.8 — —0.9 0.8 
Italy . Wholesale prices 353 —1.3 —1.2 0.1 —1.4 —1.7 
Consumers’ prices 4.2 95 0.7 3.3 —1.0 —1.8 
Netherlands Wholesale prices 5) —0.7 —0.7 —1.4 —2.2 4.4 
Consumers’ prices 37 ИЯ 0.8 — —2.4 0.9 
Norway Wholesale prices Э.7 — —0.9 0.9 —09 
Consumers’ prices 4.9 2.0 113) 3.2 1.9 — 
Sweden Wholesale prices Dal —0.7 —0.7 —0.7 —0.7 0.7 
Consumers’ prices 3.6 4.2 2.0 0.7 — — 
Switzerland . Wholesale prices 4.5 1 —1.5 —1.1 a4 ae 
Consumers’ prices Dee. 2 = ted Ore —0. 
United Kingdom Wholesale prices 4.4 3.8 т —0.4 к С ne 
Consumers’ prices 3.0 4.6 0.2 oa —1. 


ии 


Source : National statistics. 


CHART 4 


Changes in import costs and wage costs in industry 
Percentage changes over corresponding period of previous year, weighted according to share of imports and of wage and salary 
bills in gross value of industrial output 
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could go some way without any substantial increase 
in demand for labour or in employment, simply by 
exploiting the potential already existing for increases 
in productivity, suggests that no acceleration of the 
rise of money wage rates is likely in the early phases. 


The slower _rise in prices in 1958 than in preceding 


years, and the actual stabilization in some countries 
(see Table 5), must_be ascribed as much, or in some 
instances more, to the effect on final domestic prices 


of the decline in import prices than to a slower rise 
in wage costs. The contributions of changes in labour 
costs and changes in import prices to changes in final 
prices of industrial output are illustrated in Chart 4 


for those countries for which the relevant data are 
available.® It will be seen that in the United Kingdom, 


5 The weights used to assess the relative contributions of im- 
port prices and wage costs to prices of the final product of 
industry (mining, manufacturing and public utilities) have been 
derived from the total import and wage bills of this sector as 
given in the input-output tables of the various countries. They 
do not refer to the cumulated import or wage content of the final 
output of the sector. Other cost elements, not accounted for 
here, are inputs from other sectors (agriculture, transport, trade 
and services), gross profits and taxes on expenditure. The series 
given for labour costs and for import prices (which refer to 
unit values of total imports) must therefore be considered as 
crude indicators only. 


where unit wage costs rose as rapidly in 1958 as in 
1957, the recent virtual stability of domestic prices was 
probably due entirely to the decline in import prices, 
since totat-property incomes also continued to rise.® 
In Norway the rate of increase in wage costs per unit 
of output speeded up in 1958 and the internal price 
stability achieved, at a level lower than in 1957, was 
certainly largely due to the decline in import prices, 
though there may possibly have been a fall in other 
costs also. In France the rise in wage costs accelerated 
in 1958, and the domestic prices of imports also rose 
as a result of the devaluation in August 1957: the 
combined effect was to raise final prices of domestic 
output very substantially. In western Germany, оп 
the other hand, both the stabilization of wage costs 
and the decline of import prices contributed to 
internal price stability; and in the Netherlands the 
joint effect of a sharp decline in the rate of increase 
of labour costs and a fall in import prices resulted 
in domestic prices falling in 1958 to below the 1957 
level. 


® The rise in the total wage bill in 1958 was about £250 million 
less than in 1957, but import prices, which rose slightly between 
1956 and 1957, fell sharply in the following year. The gain from 
this change was of the order of £400 million. 


2. RECENT POLICIES AND -SHORT-TERM PROSPECTS 


The limited measures taken so far by governments 
cannot be expected to have a rapid or deep impact on 
economic activity, nor were they intended to do so. 
In addition to the delays in establishing the diagnosis 
and reaching the decision to act, monetary measures, 
whether of restriction or of relaxation, normally 
take several months — even up to a year or more — 
to produce their full effects. At the present time, the 
influence of previous restrictions will only slowly 
be reversed by the new expansionary measures. 
These are generally rather moderate, and the more 
moderate the measures applied the longer it takes 
to reverse the previous trend, not only because 
gradual and small steps towards a reversal of earlier 
policies prolong the period during which entrepre- 
neurs remain in a state of uncertainty both about 
government intentions and about demand prospects, 
but also because they are encouraged to wait for 
more favourable conditions as long as the adequacy 
of government policies for their stated purpose 
remains in doubt. 

~The cautiousness displayed by governments through- 
out 1958 finds its explanation mainly in the following 
considerations. First of all, the diagnosis as to whether 
the stagnation was going to give way to a general 
downturn of western European economic activity 
was difficult to make since personal incomes and 
consumption and, in some countries, also investment 


continued to grow moderately. Secondly, there 
was apprehension that expansionist measures might 
threaten the recently achieved price stability, which 
was one of the main aims of contractionary policies. 
This fear was heightened by the continuing tendency 
of wages to rise more rapidly than productivity in some 
countries, even though the rate of increase of money 
earnings had slowed down considerably. Moreover, 
it seems to have been little appreciated that part of 
the benefit derived from the slowing-down of wage 
increases was lost in some countries through the 
simultaneous slowing-down of the growth of produc- 
tivity, or even — as in the United Kingdom — through 
a decline in productivity connected with a stagnation 
or fall in output. Finally, in the early part of 1958 
it was widely feared that the recession in the United 
States might lead to a renewal of the dollar shortage, 
which would have narrowed the international margin 
of western European countries for expansionary 
policies. Although these fears proved unfounded and 
foreign exchange holdings are now generally sufficient 
to support expansion, several countries in a vulner- 
able balance-of-payments position were retuctant to 
introduce more definitely expansive measures if they 
were to act in isolation. It was against this back- 
ground that the OEEC Council, at the end of July 
1958, recommended to member governments that they 
should pursue policies encouraging sustainable eco- 
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nomic growth while guarding against the renewal of 
inflationary pressures and balance-of-payments diffi- 
culties. 

The principal factor operating to revive economic 
activity has so far been the easing of conditions in 
money and capital markets. Though this devetop- 
ment has-beer-assisted by reductions in central bank 
discount rates and other policy measures, it has 
primarily been the automatic effect of the growth of 
foreign-exchange reserves and of the declining demand 
for finance consequent upon the weakening of econo- 
mic activity. In almost all western European countries 


long-term interest rates reached their highest Tevels 
and started to fall in late 1957 — that is, in general, 
before governments and monetary authorities were 
prepared to adopt deliberately expansionary policies. 


It may further be noted that in eight out of ten 
countries for which adequate data are available, share 
prices started to rise simultaneously with, or at most 
four months after, long-term interest rates reached 
their highest level. The rise in share prices in most 
countries, at a time when total activity was still 
weakening, testifies to the confidence of the market in 
the maintenance of economic expansion over the 
longer run — and probably also to the expectation of 
continuing cost and price inflation. 


During 1958 the spontaneous easing of credit 
conditions was in most countries supported and 
supplemented by policy measures. These included 
reductions in central bank discount rates; the removal 
or relaxation of earlier measures to ration credit (both 
such general restraints as over-all ceilings for bank 
advances and the more selective measures such as 
restrictions on hire-purchase credit); and the intro- 
duction of additional credit facilities in selected fields, 
particularly for the financing of dwelling construction 
and of exports. In one country — the Netherlands — 
selective stimuli to expansion were combined with 
repeated increases in the compulsory minimum 
reserves of the commercial banks in order to limit 
the impact of rapidly increasing foreign-exchange 
reserves on bank liquidity. 


In general, the construction of dwellings proved 
responsive to the lowering _ of long-term interest 
rates and to the special measures taken in some 
countries to raise activity in this field. The mere 
lowering of interest rates and the more ample supply 
of credit could not be expected to suffice by themselves 
to induce a quick revival of demand for industrial 
investment, except perhaps for replacement and 
modernization or for long-maturing projects intended 
to meet growing final demand in the more distant 
future. Existing excess capacity and the uncertain 
prospects for a“growth of final demand were ¥in- 
forced, in their ‘effect’ on investment, by- УНИИ те 


profit ‘Margins in “many countries as selling Prices 


were kept under pressure i éding domestic 
demg#nd and keener international competition. 
ЕЕ к 


Bank advances to the private sector in fact showed 
only small changes in the course of 1958 despite the 
more favourable conditions for borrowing. They 
increased in western Germany and Austria, where the 
forces of expansion continued to sustain the demand 
for credit, even though in Austria there was no credit 
relaxation comparable with that in other countries. 
Outstanding credit continued to rise in those two 
countries, particularly for housebuilding, and in 
Austria this more than balanced a slight decrease in 
advances to industry. In the United Kingdom the 
lifting in July of restrictions on bank advances, and 
later of restrictions on hire-purchase credit, was 
followed by a significant increase in bank advances 
after a three-year period of virtual stability. The 
major part of this increase was accounted for by 
personal loans and loans to retail trade and hire- 
purchase institutions. In France, where the volume 
of total bank credit to industry and trade had been 
about stable since the middle of 1957, while advances 
for housebuilding and to some sectors of industry 
continued to rise slowly, further comprehensive 
measures to restrain domestic demand were instituted 
to support the devaluation in December 1958. 


The more selective measures applied by a number 
of countries in 1958 took the form of increases in 
public expenditure, the provision of additional finance 
for housebuilding and fiscal stimuli to investment; 
and they were intended, in some cases, rather to check 
the rise in unemployment in particular areas or 
industries than to raise over-all demand and output. 


In the United Kingdom, where private consump- 
tion had been stable during the first nine months of 
1958, this was a sector also selected for stimulus as a 
means of gradually lifting the economy out of the 
recession; and the tax reductions and transfer payments 
in western Germany also tended to raise consumers’ 
incomes and outlays. Measures taken in other 
countries, however, were mostly confined to the 
encouragement of dwelling construction, to public 
investment and, in some cases, to export promotion. 
Few governments attempted to provide any direct 
new incentive to industrial investment. Thus, the 
initial depreciation allowance was raised in the United 
Kingdom and in the Netherlands, but the stimulus 
thereby provided was relatively moderate: control 
over capital issues was relaxed in the United Kingdom 
and Norway; and in Sweden, where the 1955 invest- 
ment tax had been removed at the end of 1957, 
blocked investment funds were released in July 1958. 


Whereas central government budgets had played a 
role in stimulating expansion in the early stages of 
the boom, they were in general little used as a means 
of damping down aggregate expenditure at the time 
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CHART 5 


Central government total expenditure and current revenue from 1955 to 1959 
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Sources: See Appendix В 
Note. — In the case of countries where budget proposals for 1959 cannot 
be compared directly with revised budgetary figures for 1958, proposals for 
1959 are compared with the original proposals for 1958. 
Data for 1958 and 1959 are expressed as percentages of gross national 
age 958 
product in 1958. i" 
are based on budgetary figures which, by 
national accounting concepts. For further 


The data shown in the table 
definition, do not conform to 
details, see Appendix B. 
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when demand pressures developed; and rising public 
demand competed, during the boom, with the private 
sector of the economy. As noted in a previous Eco- 
nomic Bulletin for Europe,’ budgets tended in many 
cases to exert an expansive or a neutral influence on 
total demand in the first half of 1958 as a result of 
increases in transfer incomes, some additions to long- 
financed expenditure, tax reductions and also a 
shortfall of revenues below expectations due to the 
stagnation of economic activity. As can be seen 
from Chart 5,8 public expenditure increased in 1958, 
and deficits were in general allowed to grow some- 
what,® except in France. The increased liquidity of 
the money and capital markets and lower interest 
rates facilitated the financing of government expendi- 
ture; and this proved of some importance, parti- 
cularly in Austria, Belgium, Finland, the Netherlands, 
Sweden and western Germany. It would appear from 
the data available that the greater part of the increase 
in public expenditure in 1958 was in most countries 
accounted for by larger public consumption for 
civilian purposes and higher transfer payments, to 
some extent the automatic consequence—of_heavier 
unemployment. A relatively small increase appears 
to have taken place in public investment also. Data 
on budgets for 1959, on the other hand, suggest that 
such increases as are expected in public expenditure 


in 1959 Swill be largely accounted for by public 


investment.!° 


The Prospects for Individual Countries 
The United Kingdom 


At the close of 1958 unemployment in the United 
Kingdom, at 2.4 per cent of the labour force, had 
exceeded the maximum reached in the 1952 recession 
and was the highest since the fuel crisis of 1947. The 
gradual decline in industrial production in 1958 
appears to have been due mainly to falling export 
demand and a lower rate of stock accumulation. The 


7 Vol. 10, No. 1, рр. 22-26. 


8 The chart presents only central government accounts and 
leaves out the operations of local authorities. 


®The inadequacy of the sources available at the time of 
writing concerning budget results in 1958 precludes the presen- 
tation for more than a few countries of more details than are 
shown in the chart. A more meaningful break-down of govern- 
ment expenditure based on national accounting criteria, such as 
appeared on p. 25 of the Economic Bulletin for Europe, Vol. 10, 
No. 1, will not be available for several months. 


А direct comparison of the prospective budget results for 
1958 and the draft or voted budgets for 1959 under-states the 
likely increases in central government expenditure — when 
it does not show a decrease — between the two years, due to 
the fact that in some countries additional credits are traditionally 
requested in the course of the year or because the balanced- 
budget convention leads to a conscious under-statement ‘of 
prospective expenditure. The comparison of budget proposals 
for 1958 and 1959 gives a more realistic indication of the pro- 
bable trend of public expenditure. 


volume of exports began to decline by the fourth 
quarter of 1957 and showed an accelerated fall in the 
late spring and summer of 1958, but has since been 
falling more slowly. Over 1958 as a whole the volume 
of exports was about 3 per cent lower than in the 
previous year, while imports were virtually stable; and, 
as has been noted in section 1, de-stocking of raw 
materials and fuel, combined with the cessation of 
stock-building of finished goods by the third quarter. 
of 1958, was the other major depressing influence in 
the economy.” 

The maintenance or slight rise of demand in other 
sectors — except public consumption — did not fully 
offset the impact on industrial output of the move- 
ment of stocks and exports, but has nevertheless 
sufficed to keep aggregate demand and gross domestic 
product almost constant. In the first three quarters 
of 1958 private consumption was slightly less than 
2 per cent above the corresponding 1957 volume. 
Gross fixed investment was 214 per cent higher — а 
decline in residential, especially public, construction 
being more than offset by a rise in non-residential 
investment. But whereas private investment, parti- 
cularly in manufacturing, has entered a period of 
stagnation or contraction, public investment (notwith- 
standing the fall in the third quarter of 1958 below the 
1957 level) should be on a steady upward path in the 
coming two years. 


Confronted with the increasing evidence — from 
unemployment, short-time working, order books and 
output — that a slight recession was facing the 
economy, the Government introduced a series of 
measures during the course of the year designed to 
prevent its deepening or ‘to provide a moderate 


stimuliis to гесоуегу.1? The latest (since October) 
have-tnctodedthe total abolition of hire-purchase 


restrictions, assistance for house purchase, the restora- 
tion of former cuts М public investment and (early in 
February) the almost complete abolition of controls 
over domestic capital issues. But because of the 
limited scope of these and earlier measures and their 
inevitably delayed impact on production, it is doubtful 
whether any but the relaxations of hire-purchase 


restrictions can be held to have contributed signifi- 


11 ш the first nine months of 1958 the reduction in the rate 
of stockbuilding over the same period of 1957 was due for two- 
thirds to changes in stocks of home-produced goods and work 
11 progress and one-third to changes in stocks of imported goods, 
the former, of course, affecting domestic output more directly 
(see Economic Trends, H.M.S.O., London, January 1959). 


"2? The principal measures taken at various intervals were: 
the removal of the ceiling on bank advances to the private 
sector, an increase by half of the initial depreciation allowance 
for investment, Treasury assistance for the establishment of 
industries in areas with a persistently high rate of unemploy- 
ment, less stringent control of capital issues, and greater (and 
cheaper) facilities for lending to the Commonwealth. Bank 
rate was progressively reduced from the crisis rate of 7 per cent 
in September 1957 to 4% per cent by August 1958 and 4 per cent 
by November. 
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cantly to the recent halt to the recession. However, 


that is “not to say that such stimuli as have been 
provided by government policy were unnecessary. 
Even if the bottom of the recession has been reached, 


the chances of a quick upturn as a result of purely 


autonomous influences seem small. 


The evidence that the recession may go no deeper 
Е 
tion at the end of the year; but this has Pro ably 
reflected a higher expenditure on consumers’ goods 
which may not be lasting, since it was connected with 
the abolition of hire-purchase restrictions. Secondly, 
the trend of exports appears to have improved 
since the third quarter, and in the last quarter imports 
rose by about 5 per cent in volume over the 1957 level. 
This might indicate an end of de-stocking of imported 
materials and possibly a more optimistic assessment 
of future demand by producers, even though some 
special factors affected the December import figures. 
Thirdly, bank advan ces rose shar ply between August 


and November nd of the credit 


squeeze — a movement against the normal seasonal 
trend. Though the largest increases were probably for 
personal consumption (hire-purchase and personal 
and professional loans), industry, especially engineer- 
ing, also increased its bank accommodation. Finally, 
the two latest inquiries of the Federation of British 
Industries showed entrepreneurs to be somewhat less 
pessimisti an previously and, for the first time in 
a year, the number of firms reporting an increase in 
the rate of new orders exceeded in January 1959 
(though by a small margin) the number reporting a 
decrease. 

Looking ahead, there seems little reason to expect 
a significant further improvement in the near future, 
in the absence of additional official encouragement 
in the April budget. Even though the impact of lower 
commodity prices on overseas demand has had a less 
serious effect on British exports than was feared, and 
even if a continued favourable market in the United 
States and some improvement in exports to western 
Europe are assumed, it would seem optimistic to 
expect the volume o of f exports ir in 1959 1959 to do more than 
gradually г recover its 1957 level Fixed investment in 
the private sect sector will at bést only reach last 
year *stével: at the =. of 1958 manufacturers fore- 
saw a fall of some 10 percent in their 1959 investment 
outlays from their expected 1958 level; but expected 
increases in other private business investment should 
largely make up for 115.13 Housebuilding may show 
little change in total, slightly higher private building 
offsetting a reduction in public building. Total fixed 
investment may therefore rise a little as a result of 
increases announced in pubticinvestment programmes, 


provided there are no undue delays in transforming 


18 See Board of Trade Journal, 30 January 1959. 


plans into orders and employment. a present evi- 
dence, there is nq: reason ernment 


current expenditure in real terms aa hoe any size- 


able increase over the rease over the 1958 rate. 


The course ‘ourse of private . private consumption is bound up 
with the development of wages and prices. On the 
basis of wage awards in recent months, consumers’ 


purchasing. power in 1959 can be expected to. be 


somewhat higher than in the past year, perhaps by 
some 3 per cent. Although labour costs per unit of 


——> 
output might be reduced by any rise in productivity 
resulting from an expansion of output, there is little 
ground for presuming that the cost-of-living index 
during 1959 will rise by much less than the 2 per cent 
registered i 1958: во that, БЕРНИЕ-Е СЕНЕ Ш The 
personal savings function, Consumers’ expenditure in 
real terms rms seems unlikely to rise Буттоге than the I to 2 


per cent av average annual increase of ars. 


The sum of these probable changes in final demands 
makes for only a modest aggregate increase over the 
1958 level. Greater uncertainty naturally attaches to 
stock changes, but although there is some evidence 
that the contractionary effects of stock movements 
(except for steel) may have largely worked themselves 
out by the end of 1958, any substantial new accumula- 
tion in 1959 is problematical. 


Western Germany 


In western Germany official estimates of the real 
rate of growth of gross national product, presented to 
the OEEC," were not fully confirmed by events. The 
actual increase for the year 1958 above the level of 1957 
would now appear to have been 214 per cent аз 
against an estimated 3 to 314 per cent; but the rate of 
expansion speeded up somewhat in the second half 
of the year, with investment expenditure contributing 
most to the expansion. The major part of the rise in 
investment was actounted for by dwellings and 
machinery, the latter notably in the building industry, 
agriculture, services and the investment-goods in- 
dustries themselves. The speeding up of investment 
was certainly ‘stimulated by the revival of the capital 
market, in turn the outcome not only of the continued 
increase in liquidity, but also of a higher personal 
savings ratio and of the fact that savings found their 
way increasingly to the capital market. Thus, long- 
term interest rates declined sharply from the second 


quarter of 1957 to the last quarter of 1958, and the 
third cut in the discount rate within twelve months 
was announced in January 1959. The rate of growth 
of private consumption, on the other hand, continued 
to level off during 1958. Although the rise of wage 
and salary incomes accelerated in 1958, this was more 


14 Economic Conditions in Member and Associated Countries 
of the OEEC, Federal Republic of Germany, OEEC, October 
1958. 
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than offset by the sharp decline in the rate of increase 
in transfer payments to wage-earners, after the second 


quarter. However, personal savings as a percentage 
of disposable incomes, which had risen significantly 
between Eleet etal ote Se Neer 
of 1958, showed only a slight further increase in the 
remainder-of-the year.  о 
Under the generally favourable conditions of price 
stability and cheap and ample supplies of investible 
funds, the same moderate rate of over-all expansion 
is likely to be maintained in the first half of 1959. 
Investment and consumers’ demand may be expected 
to continue their present rate of growth and public 
consumption will again provide some support as 
the domestically effective part of the budget cash 
surplus of 1958 is again transformed into a slight 
deficit. Export demand, on the other hand, has 
slowed down from a rate of growth of as much as 
18 per cent in 1957 to 4 per cent in 1958, and export 
orders have declined since mid-year, so that any 


stronger expansionary impulse from that source 
seems unlikely in the near future. 


Western German gold and foreign exchange reserves 
continued to rise throughout 1958, but not so fast as 
in 1957 — about DM 4 billion as against DM 5.2 
billion. This slowing down, despite an increase in the 
surplus on the balance of goods and services, was 
largely accounted for by temporary changes in short- 
term capital flows in the second half of 1957 and early 
in 1958. 


France 


The economic stabilization programme adopted by 
the French Government at the end of 1958 15 was 
designed to increase aggregate savings by fiscal 
measures, to prevent the automatic and cumulative 
rise in prices and wages by abolishing index-ties except 
for legal minimum wages, and to restore the competi- 
tiveness of French exports and reduce price distortions 
generally by the adjustment of the exchange rate and 
the removal of subsidies. Its success depends upon 
acceptance — assumed to be likely in the changed 
political setting — of a reorientation of economic 
policies more far-reaching in its long-term and 
severe in its short-term implications than any attempted 
in recent years. The announcement of the measures 
coincided with marked symptoms of the onset of a 
domestic recession. The decline in industrial pro- 
duction had continued at ай average rate of 0.6 per 
cent per month since the peak reached in April-May 
1958> Private consumption no longer increased in 
1958 and the rate of expansion of investment slowed 
down very substantially, partly as a result of restrictive 


°See Rapport sur la situation financiére, présenté a Monsieur 
le Ministre des Finances et des Affaires économiques en exécution 
de sa décision du 30 septembre 1958, Paris, 1958. 


credit policy. Exports could not make up for the 
weakening of domestic demand and gross national 
product therefore increased by only 2 per cent in 1958 
as against 6 per cent in 1957. In the fourth quarter, 
unemployment rose somewhat and hours worked 
declined, while prices became stable and real wages 
rose slightly. 

Such a situation would have warranted a reversal 
of former restrictive policies but for the precarious 
balance-of-payments position, which presents a threat 
all the more serious in 1959 in view of France’s new 
international commitments: entry into the European 
Economic Community, commitment towards the 
OEEC to liberalize imports and convertibility of the 
franc. The first two of these decisions made imperative 
both an adjustment of the French exchange rate and 
strict control of domestic price and demand inflation 
—the urgency of which was only lessened but not 
eliminated by the substantial improvement in reserves 
during the second half of 1958.18 


The fiscal measures taken in December 1958 involve 
a maintenance of the over-all budget deficit which had 
previously threatened to rise to Fr. 1,200 billion in 
1959 — ог double the 1958 figure — аё about the 
1958 level. This is to be achieved through an increase 
in fiscal receipts 17 and a reduction of subsidies, each 
accounting for one-half of the cut. The limitation of 
the deficit should allow the volume of public loans 
to be so adjusted to the possibilities of the capital 
market as to prevent further increases in the govern- 
ment debt to the Bank of France. Among the measures 
affecting prices are the elimination of subsidies and the 
raising of indirect taxes and of tariffs of nationalized 
enterprises. The index-ties between the cost of living 
and wages are abolished, except for the link between 
the legal minimum wage and the cost of living. Wages 
above the legal minimum will now be fixed by direct 
negotiation at the industry or enterprise level. The 
index-tie for prices of the main agricultural products 
has also been abolished. 


In the foreign trade field, the liberalization quota 
for imports from OEEC countries has been raised to 
90 per cent and for imports from the dollar area to 
50 per cent. This was accompanied by a devaluation 
of the franc by 15 per cent and by the establishment of 
france convertibility for non-residents. 


*© At the end of 1958, gold and foreign exchange reserves 
(excluding earmarked gold) amounted to about $350 million 
to $400 million after payment of the very heavy EPU debt for 
December. 


И This includes the suppression of certain fiscal exemptions, 
an increase in indirect taxation (e.g., on wine and tobacco) 
and an increase in direct taxation (e.g., taxes on company 
profits have been raised from 47.6 to 50 per cent). 

18 Abolition of subsidies for certain food products, abolition 
or reduction of certain agricultural subsidies, raising of tariffs 
for nationalized enterprises and a corresponding reduction of 
subsidies to make them self-supporting and the elimination of 
the deficit of the social security system. 


The timing of the programme of reforms was 
certainly very well chosen, preceded as it was by an 
easing of domestic strains making possible the release 
of resources for exports; but it is too early to assess 
precisely its likely impact on the balance of payments 
and domestic activity. The disparity of French and 
foreign prices has been corrected, but the effect of 
the devaluation on the volume of exports will depend 
very much on the level of economic activity in the 
outside world. The net effect on imports of the 
opposite influences of liberalization, on the one hand, 
and the higher domestic cost of imports and slowing 
down of the rate of domestic economic expansion, 
on the other, is impossible to evaluate. Great hopes 
are being placed on an inflow of capital from abroad, 
stimulated by the liberalization of capital movements 
and the general confidence in the currency expected 
to arise from the efforts to combat inflation. The 
existing reserves and the credits obtained from Ameri- 
can and western European banks and the Bank for 
International Settlements (amounting to over $400 
million) should be sufficient to tide over any initial 
impact of liberalization on imports. 


The budget for 1959 is intended to modify the 
structure of aggregate domestic expenditure in favour 
of public consumption and of investment; and it is 
hoped that exports will be stimulated by the devalua- 
tion. Private consumption is expected to decline as a 
result of increased fiscal burdens and the rise in the 
domestic price level, provided these are not compen- 
sated by subsequent wage increases; but the behaviour 
of private investment remains an important unknown. 
Provided that the volume of exports increases and 
private consumption does not decline too much, the 
incentive to invest arising from France’s entry into 
the EEC could prove strong enough to offset any 
apprehensions among business men about the imme- 
diate course of domestic demand. This incentive will 
be much stronger for the large enterprises, with long- 
term production and investment programmes, than 
for small firms which are more sensitive to short-term 
business fluctuations. It seems likely, on balance, that 
certain sectors — such as chemicals — will continue 
to expand while others — like textiles — will see their 
difficulties increase. This, and the liberalization of 
imports, may assist in bringing about the change in the 
structure of output which is necessary for a further 
adaptation to changes in demand in French export 
markets. 

Should private investment demand not respond as 
desired, other measures have been kept in reserve by 
the Government to make any necessary subsequent 
adjustments. It is stated explicitly in the programme cs 
that “nationalization, and the practice of concerted 
action between private enterprise and the public 


19 See footnote 15. 


authorities give the latter a large influence over the 
volume of investment. It is therefore already necessary 
at this stage to finalize or prepare appropriate supple- 
mentary investment programmes for key sectors which 
can be rapidly got under way.” Credit policy — not 
mentioned in the programme —remains at the 
disposal of the Government to modify conditions for 
investors as may be required.?° 


The behaviour of prices and wages may well be a 
decisive factor in the success of the whole operation. 
The measures taken — the devaluation, higher fiscal 
and social charges and the abolition or reduction of 
subsidies — were estimated directly to raise the cost 
of living by 3 to 4 per cent; and such an increase had 
already taken place by mid-February. The secondary 
effect of these price increases on wages?! and on 
domestic prices remains in question, also in view of the 
maintenance of the index tie for the legal minimum 
wage. However, the mitigating effect of import 
liberalization and of present domestic recessionary 
tendencies on price increases should be an important 
factor helping to prevent any wage-price spiral such 
as would wipe out the effect of the devaluation on the 
competitive position of French exports. 


Other Countries 


For a number of other countries the short-term 
prospects seem little changed from those outlined in 
the last Bulletin.24* The recession seems to have come 
to an end in Belgium but there is no clear evidence as 
yet of an early revival; and in Finland also the down- 
ward movement of economic activity seems to have 
been halted. Definite recoveries in these two countries 
can only be expected once demand for their exports 
expands again, although the investment schemes put 
under way in Finland, particularly in the export 
industries, may generate some increase in over-all 
demand. Both Norway and Sweden are also highly 
sensitive to fluctuations in foreign demand. In the 
latter country, the decline in exports and in the rate 
of stock-building has so far been slightly more than 
offset by increases in all other sectors of demand. 
A slight drop in industrial investment may be expected 
in 1959 but public investment and housebuilding will 
increase further. The National Budget for 1959 
therefore foresees that the slow rate of growth of gross 
national product in 1958 will be about maintained. 


In Norway gross national product stabilized in 1958 
although the national budget had anticipated a 3 per 


20 Credit restrictions were relaxed somewhat in February. 

21 As from 1 February, salaries of civil servants and wages in 
nationalized enterprises have been raised by 4 per cent, and the 
legal minimum wage by 4%, per cent. 

21a See Economic Bulletin for Europe, Vol. 10, No. 3. More- 
over, the more long-term and structural problems of internal 
and external balance are analysed in the country studies 
contained in section 3 of Chapter III. 
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cent increase; but, in view of the precarious balance- 
of-payments situation, policy measures to stimulate 
domestic activity remained cautious and were mainly 
centred on public works expenditure to prevent 
unemployment from rising further. No quick increase 
in Norwegian output can therefore be expected unless 
foreign demand revives; and the unfavourable 
prospects for receipts from shipping, which are almost 
as large as those from merchandise exports, make an 
early easing of Norway’s strained external position 
most unlikely. 


In Denmark the moderate revival of economic 
activity in the course of 1958 was due both to external 
and internal factors. The volume of both industrial 
and agricultural exports increased by about 10 per 
cent from the first nine months of 1957 to the corre- 
sponding period of 1958. However, export prices of 
agricultural products were about 7 per cent lower than 
in 1957, whereas prices of industrial exports fell less 
than half as much. Industrial products therefore 
accounted for the major part of the 714 per cent rise 
in the value of all exports. This increase, which was 
accompanied by a decline of close to 3 per cent in 
the value of imports, affected domestic activity 
directly by sustaining the flow of incomes and indi- 
rectly by improving liquidity. Construction increased, 
but industrial investment in machinery and equipment, 
and total agricultural fixed investment, appear to 
have changed only little. Private consumption 
expenditure revived in the course of 1958. But even 
such a moderate revival of economic activity as 
occurred 2? was sufficient to call forth an appreciable 
rise in imports after the middle of 1958, almost 
eliminating the surplus balance of goods and services 
in the third quarter. Thus, the chronically weak 
Danish balance of payments may, once again, force 
an early check to any further expansion of economic 
activity.?% 

Moderate rates of growth are expected to continue 
in Austria and the Netherlands. In Austria the 
dampening effects of declining exports and of de- 
stocking must by now be largely spent, so that the 
upward tendencies of private consumption, public 
expenditure and private investment will become more 
effective again. There are, furthermore, indications of 
a renewed upturn of exports. However, private 
industrial investment is not likely to grow as rapidly 
as in 1958 given the increased excess capacity in 
many industrial sectors. Prospects are also good in 
the Netherlands for a continuation of the gradual 
domestic expansion, which started in the latter part 
of 1958 as a result of rising exports and of measures 


** In the autumn of 1958 industrial production was about 3 
per cent above the levels of a year earlier. 

* For a discussion of the balance-of-payments experience of 
Denmark in the more recent post-war years, see section Sof 
Chapter III. 


taken early last year to stimulate investment and to 
expand public expenditure. Whether the highly 
favourable export achievement of 1958 can be main- 
tained in 1959 remains to be seen. 

In Italy the gross national product increased by 
about 314 per cent during 1958, owing mainly to 
agriculture and services, while industrial production 
rose by not quite 2 per cent. Investment demand 
levelled off and total exports increased only slightly, 
though exports of manufactures alone continued to 
rise rapidly. In the last months of 1958 industrial 
production resumed a moderate upward drift, but 
there are no signs of a more marked revival. As in 
most other western European countries, the short- 
term prospects for industrial investment are not 
bright. The main hopes for a speeding-up of economic 
expansion in the near future are placed in a revival of 
economic activity abroad. On the domestic scene, 
the development of the south remains a crying need; 
but up to now there are no firm indications that 
advantage will be taken of the opportunity, presented 
by the more comfortable foreign exchange position 
and the slack in domestic activity, to step up sub- 
stantially the existing programmes of public invest- 
ment, either in infra-structure or in industry proper. 
So far, action has been virtually confined to a moderate 
increase in public works to counteract the rise in 
unemployment. 


Recent Developments in the rest of Southern Europe 


The rate of growth in the southern European coun- 
tries (other than Italy) slowed down from 1957 to 
1958 in consequence more of unfavourable develop- 
ments in agriculture than of the falling-off in world 
economic activity. Yugoslavia even succeeded in 
increasing exports appreciably, and its terms of trade 
improved. 

In Spain and Turkey, inflation and a difficult 
balance-of-payments position continued to dominate 
the economic situation. In Greece and Portugal, on 
the other hand, a remarkable degree of price stability 
was maintained, as in previous years, and in Greece 
this was combined with a rather high rate of domestic 
economic expansion. 


The estimated rise in total output in Greece fell 
from almost 10 per cent in 1957 to rather less than 5 
per cent in 1958, mainly as a consequence of develop- 
ments in agriculture. The wheat harvest was only 2 
per cent better than the good harvest of 1957; tobacco 
production fell by about 21 per cent, and 1958 was a 
trough year in the biennial cycle of olive oil produc- 
tion. Fruit and wine production also declined. On the 
other hand, industrial output was more than 10 per 
cent higher in January-October 1958 than in the 


corresponding period of 1957, whereas the rise from 
1956 to 1957 had been 8 per cent. 


Preliminary estimates indicate that the volume of 
fixed investment increased by about 19 per cent; and 
though, as usual, the construction of dwellings 
accounted for a large part both of the total and of the 
increment, investments also expanded in agriculture, 
industry and the public sector. 


The principal unfavourable impact, so far, of 
the international recession on the Greek balance of 
payments has been a more than 20 per cent decline in 
receipts from shipping, and income from tourism 
has also fallen. In merchandise trade, import prices 
have fallen relatively to those of exports, resulting in a 
slight improvement of the trade balance in the first 
ten months of 1958 over the same months of 1957 
despite a relatively large rise in the volume of private 
imports. In consequence of the decline in net receipts 
from services, the balance of goods and services and 
private donations deteriorated by close to $15 million. 
Some moderate further worsening may well have 
taken place since October 1958, and may continue 
in the present year, as exports are affected by the 
poorer harvest. 

It is none the less improbable that the loss of foreign 
exchange reserves will be resumed (this was halted 
at the end of the third quarter of 1958 after a decline 
of some $60 million during the preceding eighteen 
months). For 1958/59, United States Government aid 
to Greece, other than through disposal of agricultural 
surpluses, has been increased to about $43 million 
from $20 million in 1957/58; a loan of $12 million 
from the United States Development Loan Fund 
was agreed in June 1958 for the construction of a 
fertilizer plant and, late in the autumn, a government 
loan was obtained from western Germany of DM 200 
million and an additional large line of credit was 
made available from west German industry and banks. 


The basis would thus appear to be provided for the 
continued expansion of the Greek economy in 1959 
with the stability of prices which has characterized 
recent years. An expansion of public investments by 
more than 15 per cent is planned for 1959, with 
particular attention being paid to agriculture. Even 
more important may be a change in government 
agricultural policies designed to promote a more 
rational production structure through — inter alia — а 
limitation of the support given to the wheat price. 

In Turkey total output appears to have stagnated or 
declined in 1958. This was largely due to smaller 
harvests of wheat and tobacco, which are estimated to 
have fallen by some 20 per cent and 8 per cent, respect- 
ively, below the high levels of the preceding year. 
In addition, industrial production was hampered by 
shortages of imported materials and spare parts 
consequent upon persistent balance-of-payments diffi- 
culties. Inflationary pressures continued strong during 
most of the year. 


The value of Turkish exports declined by more than 
20 per cent from 1957 to 1958. In spite of this, the 
trade deficit fell moderately because of a temporary, 
but heavy, fall in imports during the months of 
August-October 1958, when the price of foreign 
exchange for purchase of imports had been raised by 
almost 130 per cent and the 40 per cent surtax on 
most imports had not yet been abolished. (See below.) 


In 1958 a set of new measures was introduced, and 
others prepared, intended to stabilize the domestic 
economy and improve the external position. To 
assist in the stabilization, Turkey received credits to a 
total of more than $350 million from the OEEC, the 
International Monetary Fund and the United States, 
and a six months’ moratorium on Turkey’s EPU 
credits and other debts was accorded. 


Though formally the parity was not changed, the 
Turkish lira was in effect devalued on 4 August 1958, 
through the introduction of a simplified system of 
export subsidies and import taxes. The result was 
equivalent to the establishment of a rate of £19.00 
to the dollar for all imports, for about two-fifths of 
all exports, and for all invisible transactions, and 
rates of £T.5.60 and £14.90 to the dollar for exports 
of tobacco, certain other agricultural products, 
copper and chromium. As mentioned, the earlier 
40 per cent surtax on imports was abolished — but 
only in November — for all imports except petroleum 
and petroleum products. 


Domestic prices were raised sharply in June and 
November 1958, in order to increase the receipts of 
semi-public and public enterprises and thus reduce 
their deficits financed by the central bank. In spite of 
these measures, the government debt to the central 
bank rose in 1958 at about the same rate as in the two 
preceding years, and the budget for 1959/60 foresees a 
35 per cent increase in government expenditure, or 
rather more than can be accounted for by the rise in 
prices and wages. On the other hand, it would appear 
that in the last quarter of 1958 the restrictions imposed 
at mid-year on commercial bank credit were beginning 
to take effect. None the less, it is probable that any 
progress achieved in 1959 towards a reduction of 
inflationary pressures in Turkey will be the effect 
rather of the increased imports made possible by 
foreign credits than of the domestic measures so far 
adopted. 

Total output in Spain is estimated to have been 
about 4 per cent higher in 1958 than in 1957, as 
compared with a rise of about 8 per cent in that year. 
As in Greece and Turkey, the slowing down was 
mainly due to less favourable developments in agri- 
culture; and the wheat harvest, in particular, was 
almost 15 per cent smaller in 1958 than meals. 
Housing construction declined, though only mode- 
rately, whereas industrial production continued to 
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expand and registered unemployment fell. The rise 
in Spanish domestic prices continued at almost the 
same high rate as in the preceding year and, both at 
the wholesale and the retail stage, foods were leading 
the rise in prices. Bank credit was expanded rapidly 
both to the government and to the private sector; and 
the effect on total demand and prices of a somewhat 
slower rise in government expenditure relatively to 
revenue than in 1957 appears to have been more than 
counterbalanced by the deterioration of the supply 
situation, consequent upon a decline in the volume of 
imports and the stagnation of agricultural output. 
The chronically unsatisfactory levels of agricultural 
output seems to be one of the key elements in Spain’s 
persistent economic difficulties. 


With imports greatly reduced and exports mode- 
rately higher, the deficit on merchandise trade in the 
first ten months of 1958 was close to $50 million 
smaller than in the same period of 1957; but it still 
amounted to about $300 million and in spite of the 
aid receive from abroad, foreign exchange reserves 
are virtually exhausted. In order to stimulate exports, 
certain export subsidies were increased in the autumn 
of 1958; at the same time an additional duty of 25 per 
cent was imposed on a wide range of imports apart 
from foods, fats and oils and certain other commo- 
dities. These changes have narrowed the range of 
effective rates applying to most exports and imports 
to some 48 to 54 pesetas to the dollar. The ordinary 
tariff is being revised upwards, presumably owing to 
the desire of the Spanish Government to replace the 
present quota system. The possibility of joining the 
OEEC, now under discussion, would, however, imply 
a fundamental departure from Spain’s present foreign 
trade and exchange policies. 


Portugal also is among the countries where the 
growth of total output in 1958 fell below the rate (3 per 
cent) registered in 1957; and again this was in large 
part, but by no means exclusively, due to developments 
in agriculture. The wheat harvest was some 7 per cent 
smaller than in 1957 and the production of wine and 
olive oil also declined. Industrial production would 
appear to have expanded only moderately, but the 
construction of dwellings in the first half of 1958 was 
more than 20 per cent larger than in the corresponding 
period of 1957. 


Whereas in 1957 higher domestic investment and 
economic activity in general had led to a deterioration 
of the trade balance, a partial reversal took place 
in 1958. Exports continued weak, partly in conse- 
quence of the international recession ; and the improve- 
ment in the trade balance was almost entirely due to 
smaller imports resulting from weakening domestic 
demand. Expenditures under the 1953-1958 develop- 
ment programme fell from 1957 to 1958, and the effect 
of this fall was reinforced by a decline in stock accumu- 
lation, which had been fairly large in 1957. Gold and 
foreign-exchange reserves have remained almost 
unchanged at a high level which would appear to 
allow a more vigorous implementation of the present 
development plans. 

In Yugoslavia total output rose in 1958 by 3 per 
cent over the 1957 level, a slower rate of growth than 
in the previous year, reflecting a 13 per cent fall in 
agricultural production as a result of severe drought. 
Industrial output, hampered by smaller supplies to 
the food-processing industries, rose by 11 per cent as 
against 17 per cent in 1957 and construction by 17 per 
cent. The recession abroad, although felt in some 
sectors producing raw materials and semi-manufac- 
tures, did not have a powerful influence on domestic 
activity, because it was counteracted by increases in 
domestic capital formation and in consumption by 
11 per cent and 4 per cent, respectively. Sales to 
western Europe of some steel products, non-ferrous 
metals and timber products came up against diffi- 
culties; but falls in exports of these items were more 
than compensated by larger sales of chemicals, non- 
metallic minerals, construction materials, food, tobacco 
and metal products. Thus, the volume of exports 
increased by about 14 per cent, and could have gone 
up even faster if internal demand had not competed 
very strongly for available supplies. Imports rose 
almost as fast (by 13 per cent in volume); but a sub- 
stantial improvement in the terms of trade helped to 
reduce the trade deficit. 


A further rise in output is foreseen for 1959. Fixed 
investment is planned to be higher than in 1958, 
personal consumption is set to increase by 6 per cent 
and exports at the same rate as last year. On this basis, 
gross output is expected to rise by some 12 per cent and 
output of industry alone by not less than 10 per cent. 


3. THE TRADE AND PAYMENTS OF WESTERN EUROPE 


As has been pointed out in previous Bulletins,2® the 
accelerated growth since 1957 in the gold and foreign 
exchange reserves of western European countries took 
place at the expense both of the United States and of 
the overseas semi-industrial and non-industrial coun- 


> Economic Bulletin for Europe, Vol. 10, Nos. 2 and 3. 


tries. The principal factor in this development was the 
decline in western Europe’s imports, es ecially from 
the United States but also from other areas, while 
exports were much better maintained. At the same 


time the United States suffered a sharp decline in its 
exports not only to western Europe but to all major 
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areas, while its imports fell only slightly. Western 
Europe therefore acquired increased reserves not only 
from its direct transactions with the United States, but 


also on a considerable scale through multilateral 
TT TT eee ore aoe 


settlements. 


Economic Activity in the United States and the Effects 
on Western European Trade 


The recession in the United States proved far less 
severe than was widely expected at the beginning of 
1958. Gross national product (at constant prices and 
seasonally adjusted) reached its lowest level in the first 
quarter of 1958. Industrial production began to rise 
steadily after April and, at the end of the year, was 
only about 2 per cent below the previous maximum 
reached in late 1956 and early 1957. 


Three principal factors appear to have contributed 
to the reversal of the decline in total income and 
activity. First, personal incomes increased, largely as 
a result of higher unemployment benefits and other 
transfer payments and rising farm incomes, and thus 
sustained high private consumption expenditures ; 
secondly, residential construction responded vigorously 
to the relaxations of credit policies and the special 
measures of government support; and, finally, federal, 
state and local government purchases of goods and 
services continued to rise. An important additional 
factor was that stocks were reduced very rapidly in the 
early part of 1958, not only in absolute volume, but 
also — because of the relative stability of final ex- 
penditure —in relation to manufacturing and trade 
turnover. The run-down of stocks after the first 
quarter of 1958 was completed during the autumn 
months. At the beginning of 1959 the indications are 
that the rate of economic recovery in the United 
States is now falling off somewhat; yet, though 
unemployment remains high and industrial production 
is below its earlier peak and far below capacity, both 
fiscal and credit policies appear still to be dictated 
mainly by fear of renewed inflationary pressures. 


United States Imports 


In the first three quarters of 1958, total industrial 
production was nearly 10 per cent below the level of the 
corresponding period of 1957. However, in contrast 
with experience during the two earlier post-war re- 
cessions, this decline had a relatively small impact on 
total United States imports. In the first nine months 
of 1958, imports were only about 2 per cent lower in 
value than in the corresponding period of 1957; but 
the decline was more than accounted for by lower 
prices, and the volume of imports was nearly 2 per cent 
higher. 

Though manufacturing production was 10 per cent 
lower in the first half of 1958 than in the same months 


of 1957, the volume of imports of materials for indus- 
trial production fell by only some 4 per cent. However, 
imports of some commodities declined much more. 
From January-September 1957 to January-September 
1958 reductions in import volumes of between 14 and 
28 per cent occurred for wool, rubber, iron ore, copper, 
zinc, tin, and nickel; and for most of the non-ferrous 
metals, lower import prices reinforced the effects of the 
decline in import volumes or reduced the impact on the 
value of trade of any rise in volume. The fall in imports 
of iron ore and of non-ferrous metals, though con- 
siderable, was smaller than might have been expected 
in view of the extent of the decline in domestic steel 
production. Imports of copper, lead and zinc were for 
a time stimulated by the expectation of government 
measures to restrict imports; and copper imports then 
fell strongly from the second to the third quarter of 
1958 as duties were геппрозе4.?° Imports of alumi- 
nium and lead were higher in January-September 1958 
than in the same months of 1957, by 14 per cent and 21 
per cent respectively, while domestic output was cut 
back sharply. The expansion of construction activity 
in the United States raised imports of building materi- 
als, especially timber. Imports of petroleum products 
rose in the first half of 1958 from the relatively low 
levels of early 1957, when the Suez crisis had restricted 
foreign supplies, and increasing domestic demand 
sustained a further rise of imports in the second half 
of 1958. 


In spite of a decline in both quantities and prices of 
imported coffee, total food imports rose in value by 
some 6 per cent from the first half of 1957 to the first 
half of 1958, owing mainly to larger imports of meat 
and sugar and to higher cocoa prices. 

The most striking increases occurred, however, in 
imports of motor-cars. The number of cars imported 
in the first nine months of 1958 exceeded that of the 
same period of the previous year by 70 per cent, while 
imports of some other manufactures suffered a setback. 
Imports of agricultural machinery also expanded con- 
siderably with rising farm incomes. 

It would thus appear that the principal causes of the 
sustained high level of United States imports were the 
maintenance of high consumers’ incomes andexpendi- 
ture, the favourable developments in the agricultural 
sector and the early recovery of economic activity. 
The imported commodities especially favourably 
affected by these developments — consumers’ goods, 
building materials, and agricultural supplies and 
equipment — accounted in 1957 for close to 45 per 
cent of total United States imports; but even other 
imports, mainly industrial supplies and materials, were 
only moderately affected by the fall in industrial 
activity. This was in large part due to the fact that, for 


28 Quotas for lead and zinc imports were established at the 


beginning of the fourth quarter. 
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TABLE 6 


Balance of payments of western Europe with the United States 


- _ Millions of current dollars 


I I ш ТУ I II Ша 
ут Зоя ПО ОНУ 359 м о Бо способе #61747 1535 == 1293 1363 —11601 —1 oe Tas 
Exports to the United States ...........- +758 +781 +732 +820 +154 tol 
Naa ie excluding a Sam Fiat a ae ree Mies cA fey ae +246 

== — — —29 

Balance of goods and services on civilian account. . . | —1000 — 642 —376 660 393 т г 
United States military expenditure in western Europe . +518 +531 +365 +382 +480 =e) =i 
Balance, including United States military expenditure . —482 —111 —11 —278 +87 +206 +367 
United States Government grants and credits (excluding 

militaryeald) ее. Ро Meee о. +168 +204 +36 +280 +54 +179 +87 
Movement of United States private capital. .... 

око ое Ва оо БЕ +69 +178 —15 +78 +150 +43 +79 

Short:terniesaeeet ee, me ke ee ees +106 +3 —33 +22 —14 +3 +67 
Net increase (—) or decrease (+) in long-term dollar 

ASSetS ae Meare) eed hls OE ee ey eee. —189 —135 +37 —60 —27 +56 — 
Net increase (—) ог decrease (+) in short-term dollar 

balancefandecolds ye) Ве cence ee eae: +323 —204 +78 —436 —634 —720 —1097 
Errors, omissions and inter-regional transfers of dollars +5 +65 —92 +394 +384 +233 +497 


Sources: Balance of Payments, statistical supplement, prepared by the 
Office of Business Economics, Washington, 1958, and Survey of Current 
Business, United States Department of Commerce, Washington, June and 
December 1958. 


several raw materials and intermediate products, the 
decline in demand had a stronger impact on domestic 
production than on imports, often supplied to a 
considerable extent by subsidiaries of United States 
companies. It may be assumed that the decline in 


demand would have been distributed otherwise . 


between imports and domestic output if western 
European demand had remained strong, thereby 
maintaining prices of supplies from outside the United 
States at higher levels. It would be premature to con- 
clude from recent experience that a permanent new 
pattern has been established for the response of United 
States imports to fluctuations in domestic activity. 


The Balance of Payments of Western Europe with the 
United States 


Since western Europe supplies a large share of those 
imports into the United States which increased or were 
well maintained from 1957 to 1958, western Europe’s 
exports to that country increased slightly between 
January-September 1957 and the same months of the 
following year (see Table 6). At the same time its 
imports from the United States fell by about 
$1,100 million. More than 20 per cent of this decline 


@ Preliminary. 
5 Includes private remittances and United States Government pensions. 


was accounted for by petroleum and petroleum pro- 
ducts, which western European countries had im- 
ported on an exceptionally large scale from the United 
States during the first half of 1957 in consequence of 
the Suez crisis. Part of the fall — by one-third — in 
western European coal imports from the United States 
can be similarly explained, though here the principal 
factor was the reduction in total western European 
demand for coal as economic activity, and steel 
production, slowed down.?’ 


Western European imports of food and other 
agricultural products from the United States in 
January-September 1958 were about $350 million 
lower than in the same period of 1957. Almost half 
of this decline was accounted for by cotton and 
reflected the contraction in the western European 
textile industries, while the remainder of the fall in 
agricultural imports was the consequence mainly of 
improving indigenous supplies. Very roughly half of 
the fall in western Europe’s total imports from the 
United States may be ascribed to the weakening of 
western European economic activity, and the other 


*? See section 1 for a more general discussion of the situation 
of the coal industry in western Europe. 


a 
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= TABLE 7 


Imports of western Europe and the United States from selected areas of origin 


Millions of current dollars c.i.f. а and percentages 


г Industriali i 
wee обе Other pri mary- ndustrialized countries 
erica окр Western United States |Eastern Europe World 
countries Europe and Canada and Japan 
Importing countries January-September|January-September \January-September January-September |January-September | January-September 
1956 1958 1956 1958 1956 1958 1956 1958 1956 1958 1956 1958 

Millions of dollars - 
р Ч, о ма ne 576 ЗОВ ЗАТО! 2305427392. 0150381332 264 270 эн AOS 
Other western Europe. . . . | 1621 1585 | 5299 5288 | 13110 14158 | 3655 3621 | 1057 1253 | 24742 25905 
Total western Europe . “og 2197 2224 | 8809 8468 | 15415 16550| 5158 4953 | 1321 1523 | 32900 33718 
Waited Sftatesue. es. PIR ACES) || CBO, LOND |) POY OST 11210811976 447 530 9316 9364 

Percentage change 

over previous period 
einited Kingdom ae een +11 —9 +4 —11 ai —4 
Other western Europe... . =) 0 +8 —1 --19 3) 
Total western Europe . +1 —4 +7 —4 +15 +2 
United States —5 —1 +12 —6 +19 +1 


Sources : Foreign Trade, OEEC Statistical Bulletins, Series 1; Direction of 
International Trade, Statistical Papers, Series T, United Nations, New York. 


Norte.—Special imports, except for the United Kingdom and Ireland, 
where general imports were used. 


half to various special factors not ‘systematically 
related to the level of activity. 


Compared with the changes in western Europe’s 
imports from the United States, the changes in other 
items in the balance of payments were small. Western 
Europe’s net receipts from services and from United 
States military expenditure rose by less than $100 mil- 
lion from the first nine months of 1957 to the same 
period of 1958, and the flow of United States private 
long-term capital to Europe rose by about $40 million. 
Thus, the changes in transactions with the United 
States have resulted in an appreciable increase in 
western European gold and dollar reserves, and this 
increase has been supplemented by a transfer of re- 
serves from the primary exporting countries. 


Though important factors of a long-term character 
have been at work to strengthen the balances of pay- 
ments of western European countries — not least an 
improvement in western Europe’s competitive posi- 
tion — а large part of the of the recent rapid rise in the 
area’s gold and i foreign foreign exchang е reserves must be 


ascribed to the slowing-down a economic activity. 
The position might therefore become rather different, 
and revert to one of temporary losses of western 
European reserves and increases in those of the 


United States, if western European activity _ Tose at 


rates com le with those of 1955 ity 


а For the United States, f.0.b. 
5 Total world minus Latin America and industrialized countries. 


in the United States remained appreciably below full- 
capacity and full-employment levels. Fears of a re- 
newal of the dollar shortage might then arise, and not 
without reason, to replace the present somewhat 
astonishing concern about the weakening of the dollar 
relatively to western European currencies. It would 
appear that post-war experience has made an excessive 


course | that any weakening — which, in fact, tends to 


promote international equilibrium — arouses anxieties 
more appropriate to tendencies towards a disturbance 
of the ir international balance. — 

SS ae 


Trade with Countries exporting Primary Products 


In the first half of 1957, the rise since the early 
fifties in the total value of exports of the countries 
exporting primary products came to a halt, and 
there began a decline which was particularly steep in 
the first half of 1958. Total exports in 1958 appear to 
have been some $1.8 - $2.0 billion less than in 1957, 
and appreciably smaller also than in 1956. The 
volume of exports was, on the whole, well maintained 
and the fall in export values was largely due to declines 
in prices. 

If, in order to abstract from the effect of the Suez 
crisis, the trade flows in January-September 1958 are 
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compared with those in the same months of 1956, the 
3.3 per cent decline in United States imports at current 
prices from the primary-exporting countries is found 
to have slightly exceeded the decline, by 2.9 per cent, 
of such imports into western Europe (see Table 7). 
In absolute terms western European imports fell 
more, by $314 million as against $150 million for the 
United States; but, since the former are recorded 
c.if. and United States imports f.o.b., and since 
freight rates fell sharply from 1956 to 1958, there can 
be little doubt that the receipts of primary exporters 
from the United States declined more than did their 
receipts from western Europe. 


The United Kingdom, where domestic activity 
changed little after 1955, accounted for four-fifths of 
the fall in western European purchases from primary- 
exporting countries; and the decline in British imports 
was largely concentrated on the sterling area countries 
— particularly Australia, New Zealand, the Federation 
of Rhodesia and Nyasaland, and India — which 
suffered declines in their exports to Continental 
western Europe also. On the other hand, British and 
total western European imports from Latin America 
even increased slightly, whereas the fall in United 
States imports was heavily concentrated on that area. 
Thus, the frequently observed tendency for trade 
between affiliated or closely related areas to remain 
relatively less affected than other trade by fluctuations 
in activity does not appear to have operated in the 
present case. However, as has already been mentioned, 
the slowing-down of western European economic 
activity affected imports from the United States much 
more than those from the primary-exporting countries; 
and the fall was concentrated on imports of basic 
materials and fuels from the United States rather than 
on manufactures.”® 


Changes in the volume of manufacturing production of ОЕЕС 
member countries and in imports at current prices from оуегзеаза 


Percentage changes 


1954 to 1955/56 5 
1955/56 5 10 1957/58 
Manufacturing production. ...... +14 +8 
Total imports from overseas ...... +20 +5 
of which : 
Imports from the dollar area. . . . +43 +13 
Imports from other overseas areas. --9 +1 
Imports of selected commodity groups : 
SITC 04, Cereals and preparations. . +17 —10 
SITC 07, Coffee, tea, cocoa, spice : —18 +9 
SITC 2, Crude materials ee oe et) +0 
SITE 23, Crude rubber ...... ; +94 —19 
SITC 3, Mineral fuels, lubricants . . +37 +23 
SITC 68, Base metals. .... . .. +57 —25 
SITC 7, Machinery, transport equipment +25 +24 


‚ Sources : Foreign Trade, OEEC Statistical Bulletins, Series If and IV; 
national! statistics. 


@ World, less European countries. 
Ь Twelve months ending in June. 


8 See also Chapter ПТ, section 1, below. 


As appears from the table, the decline in the rate 
of growth of manufacturing production from the 
earlier to the later part of the recent period of western 
European expansion was accompanied by a larger 
fall in the rate of growth of the value of imports from 
overseas.22 The slowing-down of the western European 
expansion — magnified by changes in stock accumula- 
tion — affected most strikingly imports of base metals 
and ores and of certain other raw materials, whereas 
special factors, only loosely — # at all — related to 
the course of activity in western Europe, similarly 
influenced a number of important commodity groups 
and especially imports of agricultural products.*° 


Since 1953, the imports of the primary-exporting 
countries have increased more rapidly than their 
exports, resulting in a growing trade deficit. Imports 
rose particularly strongly in the first half of 1957 
and began to decline only in 1958, but without return- 
ing io the levels of 1956. Thus, as usual, the movement 
in imports into the primary-exporting countries 
lagged behind the change in the trend of their exports. 

Mainly in consequence of these changes in trade 
flows, the foreign exchange reserves of the primary- 
exporting countries began to fall in 1957, from $11.1 
billion at the end of June 1957 to about $9.3 billion 
at the end of September 1958. In the period of most 
rapid fall, from mid-1957 to mid-1958, the loss of 
reserves amounted to more than $1.6 billion.*4 


Though the general developments in the trade and 
reserves of the primary-exporting countries conformed 
to the typical pattern in a downturn of international 
activity, these conceal considerable changes due to 
special factors. First, India alone accounts for 33 per 
cent of the total loss of reserves by primary-exporting 
countries from the end of June 1957 to the end of 
September 1958; and the large rise until 1957 in 
India’s imports and trade deficit was a consequence 
more of the expansionary domestic policies pursued 
and some relaxing of import controls in 1956 than of 
any delayed stimulus to domestic demand from earlier 
increases in exports. Secondly, large as was the change 
from a $400 million accumulation of reserves during 
1956 by the primary-exporting countries as a group 
to a more than $1,600 million loss of reserves in 
1957/58, the change was none the less about $600 


9 From 1955/56 to 1957/58 the export prices of OEEC member 
countries combined increased by about 3 per cent.~ Thus, the 
purchasing power (in terms of western European exports) of 
the exports of non-dollar overseas areas to western Europe 
would appear to have declined by about 2 per cent between the 
two periods. 

°° Changes in imports of cereals, in large part from North 
America, depended mainly upon the fluctuations in western 
European production. Most of the decline in the value of 
imports of coffee, cocoa, etc., from 1954 to 1955/56 was due to 
the fall in coffee and cocoa prices from the exceptionally high 
levels ruling in 1954. 

31 See Chapter III, section 1, below. 
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million smaller than the deterioration between the 
same two periods in the aggregate trade balance of 
these countries. The difference between the change 
in reserves and in trade balances would appear to 
have been accounted for largely by an increase in 
these countries’ receipts from capital imports and 
foreign aid. A number of them — particularly 
Argentina, Brazil and India —drew on the Inter- 
national Monetary Fund after 1956, and expendituie 
out of loans to such countries from the International 
Bank for Reconstruction and Development increased. 
United States civilian grants and capital exports to 
primary exporters were more than $3.3 billion in 
1957/58, or slightly larger than in 1956, and United 
Kingdom exports of long-term capital to the rest of 
the sterling area seem to have increased by rather 
more than $150 million in the same period; capital 
exports from western Germany and other continental 
western European countries would also appear to 
have risen. In the second half of 1958, India and a 
number of other countries again obtained considerable 
credits from international institutions and from 
industrial countries. 


The Immediate Prospects for Western European Exports 


By the end of 1958 the downward adjustment of the 
imports of the primary-exporting countries which had 
already taken place, and the continued inflow of 
capital and foreign aid, were probably sufficient to 
reduce substantially or to halt the decline in their 
combined reserves. In such conditions, it is not, on 
the whole, to be expected that these countries will 
take further major steps to limit their imports, and 
this expectation is reinforced by the slowing down in 
the last months of 1958 of the decline in the United 
Kingdom’s exports to them. On the other hand, even 
if these countries’ exports should rise substantially in 
the course of 1959, in consequence of a continued 
revival of activity in the United States and western 
Europe, some of them may well utilize a substantial 
part of their larger export receipts to rebuild reserves. 
Even without any falling-off in the flow of capital 
and aid to the primary-exporting countries, therefore, 
total exports to them from the industrial countries 
may well grow only slowly in the near future. 


None the less, activity ш western Europe may 
receive some stimulus from an increase in overseas 
exports. First, with rising activity in North America, 
western European exports to that area may resume a 
more rapid expansion. Secondly, western Europe 
may be expected to continue slowly to increase its 
share of the market for manufactures in the primary- 
exporting areas, and thus to increase its exports even 
if the total exports of all industrial countries to those 


areas should rise very little. 


The volume of intra-western European trade in 
the first half of 1958 was about 2 per cent below the 
level of the corresponding period of 1957.3? In the 
third quarter there has been no increase, so that 
for the first nine months of last year the corresponding 
decline amounted to less than 2 per cent in volume but 
still to over 4 per cent in value. 


While west German imports from western Europe 
increased by 8 per cent in value in the same period 
and thus continued to provide a strong support to 
intra-western European trade and production, and 
British imports did not register any change, Italian 
and Dutch imports from western Europe declined 
substantially. Western Germany maintained its export 
level, and Denmark and the Netherlands even 
succeeded in raising their exports substantially 
while most other industrial countries suffered a 
considerable decline in their exports to the rest of 
western Europe. 


As has appeared from the preceding sections, the 
trend towards a revival of economic growth in western — 
Europe has so far been quite weak, and no very 
marked effect is to be expected from the expansionary 
measures so far taken in a number of countries. On 
the other hand, it has been shown also that the major 
influences have disappeared which first induced 
governments to try to damp down activity and later 
to be cautious in their policies of expansion. A further 
moderate recovery of intra-western European trade 
may therefore be expected in coming months. The 
tariff and quota advantages 33 benefiting the common 
market countries will not be very significant for the 
first few years of the European Economic Community 
and, with few exceptions, no marked shifts in trade 
flows are therefore likely to occur. However, in the 
subsequent period the discrimination may well result 
in some re-direction of intra-western European trade 
unless the creation of a free trade area or arrangements 
of a similar kind reduce the discriminatory advantages 
of the common market countries. 


The foreign-exchange reserves of westerh European 
countries have been replenished and prospects for 
demand for western Europe’s exports, though not 
bright, do not presage new balance-of-payments 


32 For a more detailed discussion of intra-western European 
trade, see Economic Bulletin for Europe, Vol. 10, No. 3, p. 14, 
and for trade among individual western European countries, 
Table 7 in that Bulletin. 

88 The generalization of the first mutual tariff reductions 
(by 10 per cent), just put into effect by the EEC members, 
extends those reductions wholly or in part to other member 
countries of ОЕЕС or GATT, and to other countries on a most- 
favoured-nation basis. For non-member countries of EEC, 
however, the reductions are effected only to the extent that 
they do not involve reductions below the rates of the eventual 
common external tariff of the Community. The enlargements 
of import quotas to a minimum equivalent to 3 per cent of 
national production of the commodity concerned have been 
restricted to trade among member countries. 
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TABLE 8 
Indicators of changes in the trade and payments position of western European countries in 1957 and 1958 


Millions of current dollars and index numbers 


Changes in gold 


Unit-value index numbers 1953 = 100 УЕ Gade and foreign- 
in 1958 Trade balance | exchange holdings 
Imports © А Millions of dollars ®| of central banks 
Country —_____—_— Percentage change wid tenses 
SEY gel drome Lees Millions of dollars 
ое 1957 1958 © 
halt sere half half Imports Exports 1957 1958 с 1957 1958 с 
Ана ини” © МЕ. 99 97 93 91 105 103 +2 —4 —150 — 154 + а ea 
Belgium-Luxembourg . 104 100 96 93 106 99 —4 0 —246 — _ ewe pat 
Пептатк ие о. Оу 10 97 96 100 96 +6 +11 —198 —9 se : a 
У о 6 6 eo 8 8 6 107 123 13932 118 142 —11 —3 — 63 +47 — iis и 
С. 108 115 И ПИ ох ПИ —1 +5 —1 068 —482 —581 + 
Western Germany . . . 104 102 97 93 104 103 НИ +4 +1050 +1395 | +1353 +678 
Greece 2 es eee 125 12% ОА. 140 137 +18 +6 Free pet: att ae 
"СЕР 6 5 5 6 6 6 « a ВЕ о es 5s oni a 5 — — 
а ee 6 и ИУ п 110 108 99 101 +10 —4 — 144 —186 +18 +10 
о ae ete ых 112 08 103 97 105 105 —6 +2 —1 086 —639 +224 +4608 
Netherlands =a eee 108 107 103 100 105 101 —3 +10 —1 005 —408 —16 +437 
INGIRVEM? 0 oo om 4 oe 109 106 102 100 О —1 —2 —453 — 566 +5 +62 
Я 65 os 6 oe 106 105 a я 102 oe xe ne —216 —188 —6 +15 
Spain о hs ces 105 10 101 99 99 98 —1 +8 —390 —364 —18 +11 
Sweden ar sss! cic. me 108 105 103 100 103 101 +2 —1 —282 —269 —17 +17 
НИ особ 104 103 101 99 98 99 —9 —1 —405 —159 +101 +67 
О Sie о фи, crs ae Ae ue Ae se = by. nyc —54 —69 +85 —18 
United Kingdom .. . 109 103 98 98 110 109 0 —4 —1728 —1 188 +140 +796 
VAUROSEWIE: “504 5 @ 6s 15 ПМ 104 104 ive 114 +13 +14 —266 — 245 —3 +13 


5 Exports f.o.b., minus imports c.i.f. 


Sources: General Statistics, OEEC Statistical Bulletins ; International 


Financial Statistics, IMF, Washington; and national statistics. 


@ For Denmark and Norway excluding ships. 


difficulties (see Table 8).3* While there can thus be 
little doubt that, in general, ihe widened international 
margin available to most western European countries 
would allow a more rapid revival of economic activity 
in western Europe in 1959 than yet appears to be 
likely, the external positions of individual countries 
differ greatly. Western Germany is, and has for long 
been, in a uniquely strong position independently 
to adopt expansionary policies; and, since west 
German imports from other western European 
countries constitute a larger share (one-sixth) of 
intra-western European trade 35 than do those of 
any other country of the area, an expansion in western 
Germany would have a greater effect on activity in 
other western European countries than would a 
similar expansion elsewhere. Recently the payments 
position of the United Kindgom has also improved 
appreciably; and the United Kingdom and western 
Germany together absorb more than 25 per cent of 


84See also Chapter III, Table 11, below. 
35 Зее Chapter III, Table 6. 


с For а few countries, data based on as many months as were available, 
usually 9 to 11. 


intra-western European imports (excluding trade 
between the two countries) and one-sixth of world 
trade. Thus, policies of expansion pursued simul- 
taneously in the United Kingdom and western Ger- 
many could not fail to influence economic develop- 
ments in western Europe decisively and in the rest of 
the world very greatly. A continuous and close 
co-operation between the monetary authorities in 
London and in the European Economic Community 
will be required if continuous and balanced growth 
in western Europe is to be achieved. 


The need for such co-operation has been made even 
greater by the breakdown — at least temporarily — 
of the negotiations for a western European free trade 
area and the first steps towards the effective establish- 
ment of the common market of the European Econo- 
mic Community (EEC). As has been pointed out on 
earlier occasions,** the adverse effects on non-member 
countries of the trade discrimination inherent in the 


38 See Survey for 1956, Chapter IV, and Survey for 1957, 
Chapter V, section 3. 
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plans for the _ common market and the free trade 
area could well be more than offset if the closer 
economic ties among the members were to result in a 
more rapid and steady expansion of western European 
activity than would have otherwise occurred. But 
today, the suspension of the negotiations for the 
free trade area, coinciding with the first discriminatory 
tariff reductions and preferential enlargement of 
import quotas by the member countries of EEC, has 
introduced an element of uncertainty into intra- 
western-European economic relations even though 
the actual degree of trade discrimination by the EEC 
members is likely to be of little practical consequence 
in the near future. Such uncertainty may have an 


inhibiting effect on the adoption of expansionary 
policies by non-member countries within western 
Europe and thus, at one remove, worsen the conditions 
for economic growth elsewhere also. Any agreements 
among the members and non-members of EEC leading 
to a lessening of the trade discrimination now in 
prospect, or to increasingly effective co-operation in 
creating conditions favouring expansion within the 
western European economies, could provide an 
important reassurance to the area’s trading partners.®? 


37 The significance of the new European Monetary Agreement, 
and the changes in international monetary conditions accom- 
panying its establishment, are discussed briefly in Chapter III, 
section 4, below. 


B. THE POSSIBLE PATTERNS OF RENEWED EXPANSION 


4. THE SUPPLY OF MANPOWER 


The Short-term Prospects 


Production can be increased quite substantially in 
the early рбазез of a new expansion in many western 
European countries without running into” over-all 
labour Shortages. Even though unemployment has 
remained very low in most countries 38 (see Chart 2), 
a moderate — in some cases a very small — increase 
in output could be achieved by drawing the unemployed 
into production and by reversing the tendency for 
short-time working to rise and for marginal workers 
to retire from the labour market. In countries with 
structural unemployment labour supply is no problem: 
rather it is the degree of success in raising investment, 
and in southern Europe also in increasing the supply 
of special skills and entrepreneurial know-how, 
which determines rates of expansion. 

More important is the fact that, in favourable 
conditions, increases in output рег _man-hour could 
contribute to a substantial rise in total output, as was 
demonstrated in_the early part о е last Boom. 
Industrial production then rose by between 7 and 27 
percent over two years in western European countries, 
with only very small increases in the numbers em- 
ployed; and experience during the recent recovery in 
the United States has been similar. Undoubtedly, the 
possibilities of expanding output through productivity 
increases are grea hey were ing 1952 


to 1954 in view _of the largerinvestments-made since 


then than in the years preceding 1952. 


38 In the United Kingdom it is estimated that, without creating 
a labour shortage, an increase of employment of only 1 or 2 per 
cent (200,000 to 400,000) would be possible in a period of 
about a year through a reduction in unemployment and an 
increase in the labour force. See National Institute Economic 
Review, No. 1, National Institute of Economic and Social 
Research, London, January 1959. 


Percentage increases in production and employment in industry, 
1952 to 1954 


Working hours 


Production Employment пой 


Аа с SMe ane [6 +2 +3 
ИИ 95 оон ЧИ +1 — 
Denmatk и ее <I +46 : 
ЕО С ree en ety +6 —1 
Втадсе за ose er 20 +1 +1 
Western Germany . . +23 +9 — 
С У aS Se 20 +1 +2 
INctherlandss areas etal seul 

ING@RWERF cou uv 6 be 2) APIS +2 

Swedenteq yt. eae cers =r +7 +1 = 
United Kingdom ... +14 +4 2 


Sources : National statistics. 


а 1953 to 1955. 
Ь Man-hours worked. 


How fast an expansion can proceed without running 
into manpower bottlenecks, either over-all or in 
particular sectors, will vary from country to country, 
depending partly on the pattern of growth of demand. 
In the past boom it was only in a very few countries 
that over-all manpower shortages at any time impeded 
economic expansion. Much more generally, manpower 
bottlenecks developed in some sectors, particularly 
the building industry; 39 and skilled labour for the 
engineering industry was often scarce. Wage pressures 
tended to start in those sectors and to spread from 
them to the whole economy. 


The Future Growth of the Labour Supply 


Not surprisingly, there has been a tendency in the 
post-war period for the rate of increase of total 


39 In western Germany, the only country where unemploy- 
ment declined further in 1958, labour shortages reappeared in 
the building industry when expansion was resumed in that 
sector in the course of the year. 
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TABLE 9 
Change in the labour force from 1953 to 1958 and projections for 1963 in selected western European countries 


Thousand persons 


Projected labour force 


Actual labour force Ratio of projected 


labour force to 


Percentage population aged 15-64 

ты 1953 1958 change 1953 1963 4 Se ae in 196 
оо о Фо 3 384 3 620 7.0 3 700 Dapp 70 
Bel ours cme et ere 3 571 3 579 0.2 3 630 1.4 54 
Denmark. tei. 1 964 1 982° 0.95 2 150 8.5¢ 63 
а 19 4944 19711 1.14 20 060 1.8 eae 
Western Germany . 22 931 25 640¢ 11.8¢ 25 470f —0.7f 65 

24 6004 8 7 

Е обо ве < 18 6074 20 598 10.7% 21 400 3.9 59 
Netherlands cmc means 4059 4 320 6.4 4715 9.1 58 
МИН аа о ос 1 447 1 478 2.2 1 570 6.2 60 
еее. 8 121 3 208 2.8 3 380 5.4 60 
United Kingdoms... . 23 434 24 089 2.8 24 690 25 66 


Sources and methods : See Appendix В. 


@ Rounded. 

b 1956 and 1953 to 1956. 

с 1956 to 1963. з 
d 1954 and 1954 to 1958. р 


output to be relatively high in countries where the 
labour force was growing relatively fast; and, as is 
noted in Chapter III below, an gmple labour supply 
has been associated both with more moderate’ wage 
increases and inflationary pressures_and with т у ргеззиге$ and with more 
favourable balance-of-payments conditions than were 
experienced in countries with tight labour markets. 
Such easy labour-market conditions éxisted—in the 
past in western Germany, Austria, Italy and, to a 
lesser extent, in the Netherlands. 


Thus, the prospective growth of labour supplies in 
various western European countries has a very definite 
relevance to any assessment of the likely pace and 
pattern of expansion and to consideration of the 
appropriate policies to ensure expansion. 


From 1953 to 1958, the rate of increase of the 
population of working age *° was slower than that of 
total population in western Europe as a whole and in 
most individual countries; but there was a marked 
tendency for the labour force to expand at a higher 
rate than either total population or the population of 
working age as activity rates rose, under the pressure 
of demand, im the majority of countries outside 
Scandinavia. As can be seen from Table 9, the rate of 
increase in the labour force has been high in western 
Germany, the Netherlands, Austria and Italy; but it 
has been modest in all other countries, and particularly 
in France, Belgium and Denmark. 


The growth.of the total labour force in the coming 
years will depend — leaving aside migration — on 


% Age 15-64. 


€ Including immigrants during 1954 to 1958. 

f Assuming no immigration during 1959 to 1963. 
$ Excluding immigrants during 1954 to 1958. 

h 1952 and 1952 to 1958. 


the rate of growth of the population of working age 
on changes in the age and sex structure of the active 
population, and on activity rates. In Table 9, the 
labour force in 1963 has been estimated by applying 
to each age group of the estimated population at that 
date the activity rates implied in 1958 (or in 1953 if 
these were higher than in 1958).44 Thus, the projec- 
tions must be considered as working hypotheses only. 
But although activity rates rose during the period 
1953 to 1958 in the majority of western European 
countries,’ they still remain relatively low in some 
countries. It seems realistic to assume therefore that, 
at least for women workers, activity rates will continue 
to increase, particularly in countries where they are 
still relatively low, provided that an adequate demand 
for labour is forthcoming. The figures arrived at in 
the table are therefore probably generally on the low 


1 If the active population for 1958 is calculated by multiplying 
the numbers of persons of various age cohorts by the proportion 
of active persons at these ages in the last census, the result 
differs from the actual labour force by a certain correction 
factor. The activity rates at each age given in the last census 
multiplied by this correction factor may be taken as implied 
activity rates in 1958. ` 

42 A greater increase in the labour force than in the popula- 
tion of working age may occur either if the age groups with the 
highest activity rates become larger, even though the activity 
rate in each age group remains constant, or if activity rates 
in the various age groups change. Between 1953 and 1958 the 
numbers in the age groups with high activity rates have, in 
general, declined (except in western Germany and Austria) 
but global activity rates have increased. Since it is impossible 
to say in which age groups they have increased, the simplified 
hypothesis has been adopted of a uniform increase in activity 
rates in all age groups, the extent of the increase being chosen 
so as to arrive at the actual active population. 
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side; but it has also to be considered that there may 
be a decline in activity rates in the 15-19 age group 
if the school-leaving age is raised and higher education 


is promoted, as appears to be the intended policy 
in several countries. 


Western Germany faces the most important pro- 
spective cha mrtabour supply conditions, which is 
likely to have a profound impact on the rate and 
pattern of expansion in that country. Whereas the 
labour supply increased by almost 12 per cent between 
1953 апа 1958 (anda T-per-centise wou have 
occurred even without any migration), the domestic 
labour supply may be expected to change only little in 
the next five years. Moreover, the tendency for the inflow 
of migrants from eastern Germany to decline, which 
has been in evidence in the last two years, is unlikely 
to be reversed in view of the tightness of the labour 
market in eastern Germany.‘ In the United Kingdom 
the rate of growth of the population of working age 
will vary little from that of the recent past; and, 
considering the already high ratio of the labour 
force to the total population of working age, a sub- 
stantial further rise in activity rates is difficult to 
envisage in that country. In France the active popula- 
tion will hardly rise before 1962. After that there will 
be quite substantial entries into the labour market, 
resulting from the higher birth-rates prevailing since 
the end of the war. 


In two of the other countries where the rate of 
increase in the labour force may be expected to slow 
down appreciably — Austria and Italy — it is difficult 
to envisage a generalized shortage of labour since, 
even in Austria, the still relatively high proportion 
of the working population employed in agriculture 
(about 30 per cent) should provide an ample source 
of manpower for non-agricultural activities. In Italy 
and the other southern European countries, as already 
pointed out, it is not the labour supply which constitutes 
a limiting factor to expansion. 


Even assuming — as has been done in the projec- 
tions — that activity rates in the several age groups 
will cease to increase after 1958, the labour force in 
the remainder of the western European countries * 
will rise faster between 1958 and 1963 than in 
the preceding five years. In Denmark, Finland, 


43 See Chapter I, section 1. 

44.Examining the demographic developments in western 
Europe in a longer-term perspective, the Economic Survey of 
Europe in 1955, Chapter 5, had already shown that the rate 
of increase in the population of working age over the period 
1956-1971 would be higher than it has been in the 1951-1956 
period in all western European countries except western Germany, 
Austria and Italy. | 

This global approach to manpower problems ignores the 
shortages that may occur in particular sectors, and especially 
the shortage of technical manpower. Such specific shortages, 
however, raise problems of a different nature from those dis- 
cussed in the text. 


the Netherlands, Norway and Sweden the differences 
between the past and prospective rates of increase 
are quite substantial; and in Denmark, the Netherlands 
and Finland the creation of sufficient employment 
opportunities in coming years will constitute a major 
problem for economic policy.** Belgium, where the 
projected increase in the labour force is very modest, 
has an exceptionally low global activity rate, owing 
partly to an unfavourable age structure but mainly 
to the long period of slack on the labour market; 
and a considerable expansion of demand could 
easily be met by drawing more people into employ- 
ment.*® 


Shifts of Manpower between Economic Sectors 


In the countries which will experience only small 
increases in the total labour force in coming years and 
where unemployment has been reduced to very low 


levels, one possibility of increasing industrial manpower 
lies in structural changes, such as the further mech- 


anization of agriculture and the rationalization of 


SUES > REE es EE FS Eee 
low-productivity sectors, which will release manpower 
for industry. 


The changes in employment in agriculture, industry 
and services between 1953 and 1958 are shown in 
Table 10.47 As can be seen, the outflow from agri- 
culture was higher in most countries in the years 1955 
to 1957 than from 1953 to 1955, since the pressure 
on manpower resources had progressively exhausted 
other manpower reserves, but it seems that the 
outflow of manpower from agriculture slowed down 
appreciably with the slackening of industrial activity 
in 1958. 


The increase in output per man-hour in agriculture 
in recent_years has been substantial in practically 
all western European countries, and in most of them 
— bearing’ in mind the pitfalls involved in such 
comparisons — it would appear to have been higher 


45 The Chairman of the Dutch Employers’ Association has 
recently stated that it will be necessary in the next five years to 
create 120,000 new jobs in industry (an addition of about 
8 per cent) in order to avoid serious unemployment and that, 
for this purpose, industry would have to invest some Fl. 11 
billion. In Finland, also, it has been estimated that from 1960 
to 1965 it will be necessary to create new jobs in branches of 
production other than agriculture and forestry for 142,000 to 
225,000 people (about 6 to 10 per cent of the total employed 
population in 1958) if a steep rise in unemployment is to be 
avoided. 

4в Irrespective of rates of total increase, a feature common 
to almost all western European countries is a shift in the com- 
position of the total labour force towards the age groups of 
less than 30 years of age and this would tend to increase the 
elasticity of the labour supply coming from new entries into the 
labour market. The increasing number of school-leavers will 
pose, to governments and industry, serious problems of provid- 
ing adequate training facilities. In the United Kingdom, for 
instance, there will be 857,000 people 15 years old in 1961 and 
929,000 in 1962, as against 750,000 in 1958. 

47 See also Appendix Table VIII. 
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TABLE 10 
Percentage changes in the employed labour force 1953 to 1958 by sectors 


Percentage annual rate of change 


Fi a ИЕ ИЕН 


- Western Nether- United 
Austria а Belgium о Егапсе G ba Bee Ireland Italy ааа Norway Sweden Kingdom 
1953 to 1955 
INSU Бозе —4.0 —0.6 —1.46 —1.9 —0.5 —1.74 ae 224 = Е 
а aan 8628 |-05 ‘ Е. ие чае 
ПИ сочно . | 
Се tates sae: BE ili 0.3 4 3.8 —0.5 6.04 3.3 Dal 1.2 0.8 
Total . 4.0 0 —0.54 3.4 0 2.04 2.5 0.6 0.5 1.4 
1955 ю 1957 
РОН ® 5 0 0 5 6 —5.2 —1.0 —1.1¢ — 2.3 —2.1 —4.6 Е —1.1 —2.5 —1.8 
ОСИ oo oo o£ 3.6 1.9 1.4¢ 45 —1.9 57 1.0 0.5 0.4 0.3 
Пон = 6 og 4 4 = —0.7 2.8 BAe ; —0.4 4.0 —2.0 135 Pal 
SERVICES es eee ee 3.5 —0.4 0.6 с 3.9 —0.6 2.4 1.9 125 1.6 0.5 
Total . 2.4 0.7 0.5 с 8 —1.7 0.9 1.3 0.3 0.5 0.4 
1957 to 1958 
ИИ соо —8.4 —0.6 сх — 2.3 —1.8 —1.1 —1.4 —0.9 a ge 
ПУ ое об боб —1.6 0.9 —1.3 —2.0 —0. —2. 
Se eee о Ия 0.9 0.9 _10.8 0.8 29° |= 
Не сю 3.4 0.9 re 3.3 oe 0.6 2 > 0.9 
Total 0.7 —1.1 0.4 1.3 3.6 —1.2 —0.2 0 —1.0 


Sources : See Appendix Table VIII. 


а Wage and salary earners for Austria; equivalent man-years for the Nether- 
lands. 


than, or equal to, labour-productivity increases in 


industry.*® Moreover, the view-is-generally_held that 


the rate of growth of productivity in agriculture will 
possibly even speed _up.*® A scaling-down of agri- 


. ыы 


cultural protection in the hi 
tries of western Europe would not only raise consumers’ 
real purchasing power, but would increase the man- 
power available for industrial expansion. Moreover, 
future rates of outflow of labour from agriculture 
will depend in part on the possibilities of absorption 
in non-agricultural activities. The likely impact of 
such outflows on labour supply to non-agricultural 
sectors varies greatly from country to country. It is 
negligible in the United Kingdom and Belgium, but 
important for countries where agriculture still absorbs 
a large proportion of the total working population, 
as in Austria, France and Finland. 


The longer-term pattern in the past has been for 
employment in services to increase more rapidly 


than in industry. However, in the countries With а 
particularly rapid rate of industrial expansion — 


48 See Economic Survey of Europe т 1956, Chapter УП. 

49 See, for instance, Prognose for norsk jordbruksproduksjon, 
1955-1985, Бу Oddvar Aresvik; Danmark og de Europaciske 
Markedsplaner, Copenhagen, 1958; Sven Holmstrém, Medd. 
Fradn Jordbrukets Utrednings-Institut, June 1957: and Jord- 
bruksekonomiska Meddelanden, August 1958. 


Ь 1952 to 1956. 
с 1954 to 1957. 
d 1952 to 1955. 


western Germany, France and Austria — industrial 
manpower grew faster than did employment in services 
during the boom period. At the other extreme, 
among the countries where the over-all labour supply 
was tight, the rate of increase of industrial employment 
was markedly lower during 1955 to 1957 in the United 
Kingdom than from 1953 to 1955, and there was an 
absolute decline in industrial employment in 1958 
whereas the rate of increase of employment in services 
was about maintained. Rather similar developments 
took place in Sweden, Norway and the Netherlands; 
and in all four countries the underlying tendency for 
a shift of employment to services was unintentionally 
reinforced by the effect of efforts to damp down 
industrial growth so as to check inflationary pressures. 
Where the share of services in total employment was 
relatively low in 1953, the increase in the numbers 
of women employed was more rapid than elsewhere, 
in view both of the more limited employment opportu- 
nities in industry in general and for women in particular. 


In the United Kingdom the measures adopted in 
1955 and 1956 to ease demand pressures and to 
release resources for export production, particularly 
in the engineering industries, did not achieve their 
full effect. Labour made redundant in the consumer- 
goods industries affected by restrictive measures was 


¥ 


either hoarded in the expectation of subsequent 
recruiting difficulties or else was absorbed mainly 
by the distributive trades, services and transport. 
Quite apart from geographical and occupational 
obstacles to labour mobility, this result was hardly 
surprising since the policy of damping down over-all 
demand in order to bring relief to the balance of 
payments and to remove inflationary pressures exerted 
a depressive effect on almost all sectors of the economy 
so that there was little pull from the industries it was 
desired to stimulate. 

With an increasing share of services in total private 
consumption, it may be expected that tertiary activities 
will continue to absorb a proportion of new accruals 


—_—— 
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to the labour force at least as high as in the recent 
past, althoug е rationalization of such low-pro- 
ductivity sectors as retail trading could slow down 
this process. Among the three countries with a pros- 
pectively tight labour situation — western Germany, 
France and the United Kingdom — a certain easing 
of industrial labour market conditions may be 
expected to come from the continued outflow of 
labour from agriculture in France and, to a lesser 
extent, in western Germany. For all three of them, 
however, the major possibility of maintaining a more 
rapid rate of over-all expansion in the longer term 
will lie in a change in the pattern of investment 
(discussed in section 5 below). 


5. CHANGES IN THE LEVEL AND PATTERN OF INVESTMENT 


Growth of Capital Formation 


The differences among western European countries 
in the proportion of the gross national product 
devoted to gross fixed capital formation during the 
period 1953 to 1957 were very substantial. As is 
shown in Table 11, the shares varied from over 
20 per cent in Norway, Finland, the Netherlands, 
western Germany, Austria and Italy, to less than 
Pa per cent —1 t i m, Portugal 
and Ifeland, with the remaining countries occupying 


intermediate positions. To a large extent these 
differences among countries corresponded to differ- 
ences in the proportion of the gross national product 
devoted to investment in transport and communica- 
tions, other trades and services, dwellings and public 
administration, and the share of industrial invest- 
ment *° in national product varied much less. 


50 Including investment in manufacturing industries, mining, 
public utilities (electricity, gas and water supplies) and construc- 
tion industries; the last item is relatively small. 


TABLE 11 


Structure of gross fixed capital formation, annual averages 1953-1957 


Percentage of gross national product at current market prices 


ПЕСО СОСО СОСО СОСО ОДО ОТОС ООО СООО СОСУТ ООС ООС ООС СОСО СОДИ ООС 


Gross Commodity sector Other productive sectors Others 
domestic 
A 40 t Other trades ay 
oe es 3 capital Industry 9 Agriculture Total and cor: "and Total Dwellings р. Total 
| formation munications services 
11.0 5.0 2.6 7.6 
INOIWAY obs = 28.5 6.9 3.0 9.9 8.5 Ze 
inland. е о ве 25.6 8.6 Sul ИХ 1.9 0.8 р 6.8 4.4 1:2 
Netherlands... . 23.0 ТЕ 1.4 8.5 4.0 De) 6.5 4.6 3.4 8.0 
Western Germany . 21.8 8.5 1.8 10.3 3.3 ое 6.4 Syl one Sal 
/NOSTE eas oF ho 21.7 9.54 3.2 1-7 2.8 а 2.8 4.3 1.9 6.2 
ра ее о. 20.4 6.4 2.6 9.0 Bez Tel 4.3 5.2 1.9 Wel 
Sweden... = - 19.9 5.9 1.0 6.9 Sel 0.7 5.8 5.0 2.2 Te 
IDenmarke о Lied 2.8 Nes 4.1 4.0 5.6f 9.6 2.8 12 4.0 
Rrance€ еее 16.6 5.8 es) Tes 2.3 1.0 She) 4.1 1.9 6.0 
Greece ое ь 15.5 3 ted 4.6 3.0 De 55) 5.0 0.4 5.4 
Belgiume..... 15.4 5.4 0.6 6.0 Spl 0.9 4 i A Ke a 
United Kingdom . . 14.6 6.0 0.6 660 4 117 2.5 4.2 : . a ei 
Portugal ..... 14.5 4.9 И 6.6 25 eS) 3.8 _ - > 
Iceland се 19 4.0 eS 55 Ds ЭЛ Oye) 2.4 0.5 é 


See A dix B с Public administration is included in other trades and services. 
Sources : See Appendix B. 


@ Arranged in descending order of gross domestic fixed capital formation 
as percentage of gross national product. 
6 Includes mining, manufacturing, public utilities and construction. 


d Other trades and services included in industry. 
е 1953-1956. 
. Including some unallocated investment. 
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A rapid expansion of investment was a marked 
feature of the post-war western European expansion. 


In part this was a result of the vast backlog of all 


kinds of investment_needs which had accumulated 
during the years of depression and war; but, increas- 
ingly, new technological developments — particularly 
in the chemical industries — and automation tech- 
niques were being translated into new industrial plant, 
housing shortages were being overcome and delayed 
infrastructure investments undertaken. Moreover, 
in countries such as Austria, western Germany, Italy 
and the Netherlands, the large increases in population 
were being absorbed into the productive process 
through the provision of new productive capacity. 
As is usual in periods of rapid economic expansion, 
investient_rose relatively faster than total output; 
and the strong_recovery of private savings from the 


low levels of the earlier post-war period contributed 
to ee ee ee 
pointed out, the investme its 
momentum айег 1955, as a result both of measures 


to check the growth of investment demand and of 
autonomous factors. 


Subsequent developments varied from country to 
country. In most countries therate of capital forma- 
tion slowed-down-considerably-and-was-aeeompanied 
by a marked decline in the rate of growth of output 
(see Table 12). Exports and consumption became the 
main supports of the continuing growth of total out- 
put, based on capacity installed during the investment 
boom and smaller increments to capacity as the share 
of investment in total expenditures declined. However, 
in the United Kingdom, where private savings rose 
particularly sharply, the rates of expansion of capital 
formation and of gross national product declined 
about equally, so that the share of investment in gross 
national_expenditure was maintained. In some 
southern European countries — Greece, Italy and 
Portugal — and perhaps also in France, the growth 
of capital formation and of national product continued 
during the years 1955 to 1957 at rates almost approach- 
ing those of the earlier period of the boom. Thus a 
close association is apparent between high rates of 
growth of national product and of capital formation 
in these countries between 1955 and 1957, and in 
nearly all countries during the period of the most 
rapid upswing; and between low rates of growth of 
investment and of total output in the countries where 
over-all expansion slowed down. ‘The content of 
services and imports combined being, in general, 
smaller in investment than in consumption, any-given 
increment of investment provides a dynamic impulse 
to the economy аз a whole which is greater than that 
provided by an equal Increment of consumption.” 


51 See the SuRVEY for 1957, Chapter Ш, section 3. 


Investment in Industry and the Growth of Excess 
Capacity 


The broad relationship just noted — the associa- 
tion of high (or low) rates of growth of total capital 
formation with high (or low) rates of growth of total 
output — also seems to apply to changes in invest- 
ment and output in the industrial sector in nearly 
all western European countries, the only major 
difference being that the expansion of both industrial 
investment and output was faster than that-oftotel 


jnvestment and output in the boom period™ е 

Except in Denmark and Ireland, there was по fall 
in the absolute volume of industrial investment during 
1955 to 1957, though rates of growth slackened, so 
that the annual additions to industrial capacity 
changed very little. Since the expansion in industrial 
output had already slowed down considerably in 
some countries by 1956, and nearly everywhere in 
1957, и was to be expected that substantial excess 
capacity should emerge in a number of countries and 
industries. 


Comprehensive data on additions to the stock of 
fixed capital and on capacity utilization by industrial 
sectors have been collected only in western Germany.*? 
From these data it would appear that_gross additions 
to fixed capital 53 in indus $ much 
as 9.2 per cent in 1955, and were still 7.5 per cent in 
1958 despite (ie Tact that the volume of aross fixed 
industrial investment had then remained stationary 
for the third consecutive year. Such substantial addi- 
tions to the capital stock 54 are the outcome not only 
of very high levels of industrial investment, but also 
of factors which are specific to western Germany — 
namely, that because of war-time destruction and 
subsequent dismantling the total quantity and the 
age-structure of equipment is such that only a relatively 
small part of gross investment is for replacement, 
and scrapping is small. Table 13 shows for recent 
years the growth of capital stock and changes in 
output and capacity utilization by industrial sectors.”° 


82 See Rolf Krengel, Anlagevermdgen, Produktion und Be- 
schdftigung der Industrie im Gebiet des Bundesrepublik von 1924 
bis 1956, Deutsches Institut fiir Wirtschaftsforschung, Berlin, 
1958, and Wochenbericht, 28 November 1958, Deutsches 
Institut fir Wirtschaftsforschung. 

53 Figures for net additions to fixed capital in industry are not 
available for 1958. From the beginning of 1950 to the beginning 
of 1957, gross additions to fixed capital in industry amounted 
to 62 per cent while the corresponding increase for net fixed 
capital was of over 80 per cent. 

54 Calculations of the growth of the stock of fixed capital are 
based on certain assumptions about the lifetime of equipment, 
machinery and buildings which probably result ш ап over- 
statement of the rate of growth. See Krengel, op. cit., р. 70 
et seq. 

55 Capacity utilization is arrived at by dividing the gross 
capital/output ratio in each year by the most favourable gross 
capital/output ratio during the period. 
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TABLE 13 | 


Western Germany 


Growth of fixed capital in industry (A) and of output (B), and degree of capacity utilization (C) 


A and B = Percentage increases over preceding year 
C = Capacity utilization as percentage of utilization in peak year 


psy ks A B ©. А В (©. А В © А В Са 
ini 48 98 485.1 ОО 
Mining die Facets ep Rete ан 
Basic materials and producers’ goods . 8.3 5.0_— 94-8)! 8:0 1123901 
Investment goods Misi Al 90492 6.9. 84.5 
Consumers’ goods - 7.0 5.7 «98:5'| 26:4 —1:03'90:0 
Food, drink and tobacco 6:4 10!2 100308) 6-5 3.8: 92:1 
Total industry . 


Sources: Wochenbericht, Deutsches Institut fiir Wirtschaftsforschung, 28 November 1958 and Die wirtschaftliche Lage in der Bundesrepublik Deutschland, 
Bundesminister fiir Wirtschaft, November 1958. 
@ First three quarters only. 


From its peak in 1955, capacity utilization declined 
most in the investment-goods industries, where 
additions to capacity had remained particularly high 
when the rate of production growth had already 
started to decline. In 1958 there was a sharp decline 
in the utilization of capacity also in the consumer- 
goods industries (where the maximum had been 
reached only in 1956) because outpu: fell in 1958 
whereas additions to capacity remained high. 


In the United Kingdom annual additions to capacity 
in recent years were substantial, although industrial 
output rose slowly or even declined, and the special 
circumstances prevailing in western Germany did not 
apply. The relevant figures for the United Kingdom 
are as follows: 


Fixed capital and output in manufacturing 
at constant prices 
Percentage increases over the previous year 


Fixed capital at beginning 
of year 


Gross 


Depreciated 
р replacement Output 


value а Я 
LOSS о eas EG eee оо 14:0 27 6.9 
О а ор a: Е Te Se о: 2.6 —0.8 
Пе ae oy ва Не к. 59 3.4 2.4 
Е - В ее sa SIM} 33) —1:6 
О оны он: вы, = 159: 2 
Source : National Institute Economic Review, No. 1, National Institute 


for Economic and Social Research, London, January 1959, 


а The depreciated value is based on the straight-line depreciation of assets 
according to length of life adopted for income tax purposes. The gross 
replacement value is based on the results of research by the National Institute 
into the replacement cost and mortality rates of manufacturing capital 
whereby figures of gross investment are reduced by the equivalent of normal 
scrapping of assets. The depreciated value of assets is now only about half 
as great as their gross replacement value. On the other hand, there is a 
much smaller difference between the two estimates of the annual additions 
to the stock of capital, principally because the rate of scrapping has been 
much slower than the rate of depreciation. Therefore the first estimate gives 
an exaggerated measure of the expansion of capacity, and the second under- 
states the growth of capacity because it does not allow for the superiority 
and more intensive use of new capital. 


A recent investigation undertaken 58 into capacity 
utilization in 1958 in the United Kingdom shows 
that in the metal-using industries an average increase 
of about 20 per cent in the volume of output would 
be required to reach what is considered a normal 
level of capacity utilization, and that such an increase 
could be achieved with a 7 per cent rise in numbers 
employed: an increase of production by 10 per 
cent would require a 3 per cent increase in the aver- 
age working week and a 3 per cent rise in employ- 
ment. There were, of course, great divergencies 
between firms and between branches of production. 
In the commercial vehicles and tractor industries, 
excess capacity varied from 20 to 50 per cent and in 
the bicycle and motor-cycle and light engineering 
industries it was also considerable. Unutilized 
capacities are also high in the traditional consumer- 
goods branches (particularly textiles), as well as in 
the building materials industries. In the chemicals, 
paper and steel industries excess capacity is of the 
order of 10 to 15 per cent, and in this group of firms 
capacity is still growing rapidly. However, there are 
also firms which are still working at full or almost 
full capacity — as, for instance, in the motor vehicles 
industry. 


In Austria, additions to over-all industrial capacity 
are estimated to have been about 7 per cent in each 
of the last two years. 57 Over-all utilization of capacity 
has been estimated at only 75 per cent in 1958, and 


5 National Institute Economic Review, No. 1, National 
Institute of Economic and Social Research, London, January 
1959. 


BF Monatsberichte des Osterreichischen Institutes fiir Wirt- 
schaftsforschung, Heft Nr. 11/12, 1958. 
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the break-down given by industrial sectors *8 indicates 
a decline in capacity utilization in the last two years 
for all industrial branches except machinery, vehicles, 


electrical, paper-processing, glass and the food 
industries. 


During the period of expansion from 1953 to 1957 
the rate of growth of industrial output in every 
western European country exceeded that of industrial 
employment. But the extent of the excess — 1.е., the 
rise in productivity — varied from country to country. 
Thus, while industrial employment increased by some 
5 to 6 per cent between 1953 and 1957 in Belgium, 
Denmark, France, Norway, Sweden and the United 
Kingdom, the increase in industrial production in 
these countries ranged from 16 and 17 per cent in the 
United Kingdom and Denmark to 45 per cent in 
France. (See Appendix Table VII.) A partial ex- 
planation of the divergencies among countries in the 
growth of employment relatively to output is provided 


58 See Industriestatistik, 1. Halbjahr 1958, Bundesministerium 
fir Handel und Wiederaufbau. 


by the level of industrial investment (see Chart 6). 
In general, the rate eof increase in industrial output 
has tended to be relatively low in those countries 
where industrial investment per employed worker 
has Беей low and where this relatively-smalinput of 
new capital has not been compensated through a 
large rise in employment. Thus, the slow growth of 
both output and productivity in the United Kingdom 
and Denmark was the consequence of low rates of 
industrial investment per worker combined with a 
small increase in employment. In similar circumstances 
France was—as an exception —able to increase 
output and productivity strongly, due in part to the 
existence of very considerable unutilized capacity at 
the beginning of the period. 


Since, when employment stagnates, a given volume 
of investment will raise the amount of capital per 
worker faster than when employment increases 
rapidly, one might have expected to find a tendency 
towards a more rapid rise in productivity in the 
countries where employment rose relatively slowly. 
It would appear, however, that the wider opportunities 
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Gross fixed investment and changes in number of employees in industry ° in selected European countries 
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provided by а high level of gross investment for 
taking advantage of technical progress have been a 
more important influence on productivity than the 
slowing-down of the rise in capital per worker in 
consequence of a rapid rise in employment. Thus, 
the rise in productivity has depended less upon the 
amount of investment per additional worker employed 
than upon the level of investment in relation to the 


total number of workers employed or to total output. 
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In evaluating the importance of investment to the 
rise in productivity, some modifications to the above 
argument are called for. First, the magnitude most 
relevant to the increase in output and productivity is 
probably not the absolute amount of investment per 
worker, but rather the rate of increase in the stock 
of industrial capital. The same investment per worker 
in, say, Italy and the Netherlands will involve a rela- 
tively larger increase in fixed capital in Italy than in 
the Netherlands. Secondly, and more substantively, 
experience seems to show that large-scale changes in 
the structure of employment and output promote 
structural changes may in part substitute for the 
stimulus usually provided by increases in aggregate 
demand and labour supply. In the period 1953 to 
1957 there was a clear tendency towards a positive 
relationship between the rise in productivity and the 
extent of structural change in industry.*® Among the 
ten countries covered by Chart 6, productivity rose 
most in France and Italy; and these were the two 
countries that experienced the largest changes in 
industrial structure. On the other hand, in the United 
Kingdom and Denmark both the changes in industrial 
structure and the rise in productivity were smaller 
than in the other countries. 

If the view is extended from industry to all sectors 
of the economy, it is found that the investment-to- 
output-increase ratio has, in 1953 to 1957, generally 


increased most rapidly and-where, therefore;-a-relative- 
ly large share ofthe tise-in-output-must-be-ascribed 
to the larger input of labour. In Austria and western 
Germany the ratio was about 3, while in the United 
Kingdom it approached 5, and in Denmark and 
Norway it was even between 8 and 9. Evidently, in 
the countries with high investment-to-output-increase 
ratios a deepening rather than a widening of the 
capital structure must, in general, have taken place. 


59 Changes in production structures, 1953 to 1957 а 


AUStrials: ое oF 108 italy. ws a ys, tees 150 
Belgium mp se aes 110 INetherlandsitn ee 96 
Denmark” -..... 71 INGEWAY ее 74 
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Source: Appendix Table IX. 


а Total of the numerical differences between the percentage shares in total 
industrial output in 1953 and in 1957 of seven industrial branches as a 
percentage of the average of such totals for the countries shown. The 
branches are: mining, food, drink and tobacco, textiles, metal-making 
metal-using, chemicals, and “ other ” industries. : 


Several conclusions, which are important for the 
short-term and longer-term prospects for future 
expansion, can be derived from the limited evidence 
on the growth of excess capacity and the differences 
among countries in the extent of the deepening and 
widening of the capital structure. 


In the first place, it is unlikely that, in the short run 
and in the absence of a renewed expansion of aggregate 
demand or a change in expectations, any marked 
spontaneous revival of private industrial investment 
can be expected, since excess capacity is known, or 
can be presumed, to exist in many countries over a 
wide range of industries. Moreover, even firms or 
industries which are still working near capacity limits 
are reported to have revised their investment plans 
downwards, especially since additions to capacity 
continue to be high as a result of orders for invest- 
ment goods placed earlier. However, once the econo- 
mic climate changes, whether in response to tangible 
evidence of an upturn and in anticipation of govern- 
ment measures taking effect, or simply as a result 
of imponderables affecting business men’s expectations, 
the existence of excess capacities will probably no 
longer prevent entrepreneurs in industries which have 
suffered only temporary setbacks from raising their 
investment targets again. In such circumstances the 
present opportunity for cheap and ample finance 
should be used much more extensively than has been 
the case so far; though it may, of course, be expected 
to exert its main influence outside industry proper — 
on the construction of dwellings and long-term infra- 
structure investments. In addition, there exists the 
incentive to invest in order to introduce new techniques 
and new products; and, even if total final demand does 
not rise rapidly, any appreciable change in its structure 
may induce larger investments in expanding fields, 
which then, in turn, may accelerate the growth of 
total demand. Progress towards the full establish- 
ment of the common market of the EEC may be 
expected to stimulate such structural changes. 


Another conclusion which presents itself is that, 
in view of excess capacities and of current additions 
to capacity, quite a substantial expansion of industrial 
output is possible in a number of industrial branches 
with only minor additional investment, and that 
mainly in stocks. Moreover, as has already been 
pointed out, output can be raised at first— to an 
extent depending on the character of past investment — 
through increases in productivity with little or no 
increase in employment. 


As for the longer-term prospects, industrial expan- 
sion in the countries with smaller additions to the 
labour supply will increasingly depend upon a deepen- 
ing of the capital structure, designed primarily to 
raise productivity rather than to provide additional 
employment opportunities. Recent technological 
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advances in the industrial application of automation — 
particularly in the chemical and metal-using industries, 
where the largest expansions of demand and output 
are likely to occur — open up great possibilities for 
raising output, through increased productivity, even 
in countries where the future additions to labour 
supply will be small. On the other hand, in the 
countries where larger additions to the labour force 
will occur in the next few years, and/or where un- 
employment is high, there will be a need for widening 
investment for the creation of new jobs. In both 


groups of countries, continued economic growth may 
well be accompanied by changes in the structure of 
industrial output and employment — in particular, 
an expansion of the chemical and engineering in- 
dustries at the expense of the textile industries — 
involving an increase in investment requirements per 
worker employed. Furthermore, continued industrial 
expansion, if based on an accelerated transfer of labour 
from agriculture to industry, will imply an increase in 
over-all capital intensity through additional invest- 
ments in both sectors. 


6. PoLicy Issugs 


The improvement in the international liquidity 
position of most western European countries, the 
falling-off of the demand for labour relatively to its 
supply, the widening of the margins between available 
plant capacities and actual supply, and the weakness 
of the tendencies towards a renewed upturn in eco- 
nomic activity, all suggest the need everywhere — save 
in a few countries — for more vigorous measures than 
those so far taken to promote expansion. 


Reference has already been made ® to the great 
importance of appropriate policies in the United 
Kingdom and western Germany; and to a number 
of the smaller countries both the international and 
national margins for an expansion of domestic activ- 
ity are available. This is the case, though to varying 
degrees, particularly in Austria, Belgium, Italy, the 
Netherlands and Switzerland. Elsewhere, the restrain- 
ing of domestic demand is still a major problem in a 
few countries, while for most the external liquidity 
position, though improved, is not judged sufficiently 
favourable to allow independent expansionary policies 
on a larger scale. Even in those of the smaller countries 
where the foreign exchange position is comfortable, 
a complete recovery of activity is essentially dependent 
upon action taken by other —and especially the 
larger — countries, since the main impact of the 
recession within their economies has been via demand 
for their exports. 


It can be foreseen that in a future expansion the 
smaller countries must account for a larger part of 
the rise in total output in western Europe than they 
have done in earlier years. Neither in France nor in 
western Germany can it be expected that earlier rates 
of growth will be fully resumed in the years ahead; 
but, as has been mentioned, the maintenance of high 
levels of employment in several of the smaller countries 
will not only permit but require an acceleration of 
economic growth. Thus, the international pattern 
of expansion in western Europe will tend to change 


80 See section 3 above. 


in a way which gives greater weight to developments 
in the countries which are the least able to pursue 
autonomous policies and are the most dependent 
upon the course of events elsewhere. 


Moreover, the dismantling of almost all direct 
controls within the domestic economy in most coun- 
tries, the further progress with trade and payments 
liberalization, the first steps towards creation of the 
common market of the EEC and the widespread 
adoption of currency convertibility involve an irre- 
versible shift towards greater reliance than in the past 
on indirect methods of influencing market forces. 
The virtual abandonment in western Europe of 
attempts to insulate national economies from external 
developments, and the general reliance on monetary 
and fiscal policies to maintain both external and 
internal balance, call even more urgently than did 
past practices for international harmonization of 
policy objectives and measures. To that extent, the 
need for international economic co-operation is 
increased and, as has been mentioned, effective steps 
to overcome the uncertainties created by the break- 
down of negotiations for a free trade area could 
hardly fail— by improving confidence — to hasten 
economic recovery. 


So far as the probable impact of external develop- 
ments on the west European economy is concerned, 
it has to be remembered first that economic recovery 
in the United States has not as yet significantly 
strengthened the world market for primary goods and, 
secondly, that output capacity for such goods has been 
rising —a fact which contributed to the relative 
stability of their prices during the latest phase of 
expansion in the industrialized countries. It seems 
unlikely, therefore, that the terms of trade or the 
export receipts of the primary-exporting countries 
would be quickly or strongly strengthened by a new 
upturn in western Europe; and both economic growth 
in the under-developed countries and a resumed 
expansion of western Europe’s exports to them would 
appear to depend increasingly upon a continuation 
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of the recently rising trend of their receipts from 
capital exports and aid. It is to be expected that a 
revival of western Europe’s exports to overseas, 
besides being of general support to the economy, 
would have a relatively strong impact on some of 
those sectors most affected by the recession. 


Longer-term Issues 


It has already been noted that the possible pace and 
pattern of expansion in different countries will be 
determined by the widely differing growth in labour 
supplies to be expected, and by the extent to which 
productivity can be raised through investment of a 
labour-saving character, particularly in countries with 
relatively scarce manpower resources. The actual 
pace and pattern will depend not only on autonomous 
factors, but also on the appropriateness of measures 
taken to foster expansion while avoiding the recurrence 
of a situation where it becomes—or is con- 
sidered — necessary, particularly on balance-of-pay- 
ments grounds, to apply a brake so as, once again, 
to cause stagnation or a downturn of economic 
activity. 


Once expansion has got under way, the success of 
future policies will inevitably be dependent partly 
on a proper appraisal of the strength of autonomous 
impulses arising from investment, consumers’ demand 
and exports. It will also depend on success in applying 
the lessons, learnt in recent years, from efforts to cope 
with inflationary strains. 


It was widely assumed at the time that the pressure 
on prices and on balances of payments which arose 
either separately or jointly in many western European 
countries during the last boom sprang essentially 
from over-all excess demand. This was therefore 
countered mainly by monetary restriction designed to 
affect primarily demand for investment. But while 
there had indeed been general excess demand at the 
height of the boom in a number of countries, such 
restrictions were kept on after demand pressures had 
eased and sometimes long enough for the forces of 
expansion to spend themselves. This was done in 
what subsequently emerged as a largely vain hope 
of arresting wage-cost increases. The extent to which 
general wage and price increases can occur, even when 
recources are no longer fully employed, if localized 
inelasticities raise wages and prices in one or a few 
sectors of the economy, seems to have been insuffi- 
ciently taken into account by the framers of policy. 
However, this has in fact been the main genesis 
of wage pressures in many countries during the last 
year or two; and, jn view of what has been said above 
about the prospects for private investment and export 
demand, over-all excess pressure on resources seems 
unlikely to re-emerge in the foreseeable future. 


In such circumstances a policy of general demand 
restriction is equally unlikely to be called for in most 
countries and, if it were nevertheless applied, could 
make the situation in some respects worse in so far 
as it resulted in a check to productivity advances.* 
Furthermore, although the balance of payments is 
usually adversely affected by price and wage increases 
which run ahead of those occurring in other countries, 
it may also deteriorate in the absence of such increases. 
At any rate, even when over-all restraint of demand 
and output provides an alleviation both to a domestic 
cost inflation and to balance-of-payments strains, it 
involves the danger that the improvement may last 
only as long as — ог perhaps a little longer than — 
the cure is being applied at the expense of economic 
growth, unless, of course, the fundamental causes of 
the trouble are simultaneously being tackled by more 
selective measures. 


The Need and Scope for Selective Policy Measures 


While the rate of expansion of demand may be 
expected to be relatively slow in the near future and 
no over-all strains are likely to develop, bottlenecks 
in specific sectors may well appear again. 


The main requirements of economic policy are there- 
fore to ensure balanced and relatively rapid growth 
without violent changes in the pattern of expansion, 
and this may, in turn, presuppose a greater flexibility 
in the application of stimulus or restriction — so as 
to bear mainly on the sectors where the strains or the 
stagnation originate — than has been the common 
practice so far. 


All this involves, first, the need for quick and accur- 
ate diagnosis of the first symptoms of strain or 
weakening in the economy. Better and more prompt 
information is required in most countries on unemploy- 
ment, vacancies and employment by sectors, branches 
and regions, on additions to and utilization of capa- 
cities, on business men’s views about orders, sales 
prospects and factor requirements and on private 
investment intentions. Even where such information 
is already fairly comprehensive, its collection and 
processing very often remain too slow to permit early 
and precise identification of the areas and causes of 
strain or slackening. 

But even assuming that the cause and the nature 
of any strains in the economy can be quickly identified, 
the success of counteracting measures may well 
depend on their selectivity. In some fields selectivity, 
though not absolute precision in its practical applica- 
tion, can in principle be fairly easily achieved. For 
example, the dangers of imbalance between demand 
for and supply of particular types of labour, which 
has been a fairly important factor generating more 


81 See section 1 above. 
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general_ upward pressures on costs and prices in a 
number of countries in the past, could be lessened to 
some extent by measures designed, through more 
adequate training facilities and vocational guidance, 
to provide the skills likely to be required. However, 
neither perfect foresight nor fully effective guidande 
in this field can be hoped for. 

For the purpose of more general and immediate 
influence over economic developments, the range of 
policy tools available to governments is wide, including 
monetary and fiscal measures and the level and pattern 
of public expenditure itself. Some of these tools can 
be made to function as built-in stabilizers — for 
example, the institution in some countries of blocked 
investment funds accumulated during the boom and 
released when a recession threatens. And sudden 
spurts of domestic demand can be permitted to spill 
over on to imports, as a means of ironing out their 
impact on the markets for domestic resources, to an 
extent depending mainly on a country’s balance-of- 
payments position and reserves, or on the credit 
facilities available to it.® 

Not very much can be done — acting independently 
— by any but the very large countries to influence 
the level of exports which, generally in western 
European countries, represent a large element in 
aggregate demand. The direct means of influencing 
the sector-distribution of investment vary from 
country to country, depending mainly on the size of 
the public — or partially publicly financed — sector. 
Private industrial investment, once decisively influ- 
enced in a certain direction, may long resist reversal 
through monetary measures, as has, indeed, been 
demonstrated in the United Kingdom in recent years. 
It is, moreover, difficult to devise practicable methods 
of purposive differentiation among industrial sectors 
in the application of such measures.* 

A general diffidence towards discriminatory treat- 
ment of different industrial sectors or branches is 
reinforced by the difficulty of establishing appropriate 
and acceptable economic criteria, so that the allocation 
of industrial investment resources seems most likely to 
be left largely to entrepreneurs’ decisions and to the 
market forces which influence them. However, owing 
to market imperfections, a certain degree of differentia- 
tion is inherent in the way in which the restriction of 
credit is applied by banks. In rationing credit they 
can hardly avoid favouring the older-established and 
well-known firms at the expense of small and new 


6? See Chapter III, sections 2-4 below. 


вз The degree of selectivity of which fiscal and credit measures 
and the control over capital issues are capable is inevitably 
restricted once these cease to be reinforced by direct controls 
over materials allocation and imports. The experience of a 
number of countries indicates that it is easier to influence the 
over-all volume of investment and to make a selection based 
on the credit-worthiness of the investor than to affect the 
distribution of investment by sectors. 


firms ; and the effect has often been to strengthen the 
existing pattern of output and to make the introduc- 
tion of new products depend on the initiative of larger 
firms in diversifying their production.* 


As has been seen in the preceding section, one of the 
factors linked with the rate of industrial expansion has 
been the extent of structural change, which has varied 
greatly from country to country. Such change has 
been, and will continue to be, assisted in some countries 
by an ample labour supply. But with slower growth of 
total employment and output in some others, the 
adjustment to structural change in those countries 
will become more difficult, and any change in the pat- 
tern of final demand will be more likely to involve 
an absolute decline in output and employment in 
some industries and an actual transfer of workers. 
The maintenance or expansion of aggregate output 
and employment in such countries will therefore 
increasingly depend upon the effectiveness of policies 
to increase labour mobility; and considerable ad- 
vantage could be reaped if more attention were given 
to restrictive practices and other impediments to 
labour mobility and higher productivity. Under 
favourable conditions of demand and profitability 
fiscal incentives and other government policies can 
help to create a greater willingness on the part of 
entrepreneurs to take risks and to use the technical 
opportunities for innovation and also a greater 
readiness to move out of branches in which demand 
and productivity rise relatively slowly and into the 
more dynamic branches of production. All measures 
which would remove or reduce rigidities in the struc- 
ture of industry and trade — such as monopolistic 
practices — and in financial institutions would facilit- 
ate such structural change and hence promote over-all 
economic growth. 


In the consumption field, opportunities for exerting 
a selective influence on the structure of demand are 
greater and these have, in fact, been widely used in 
the past. Hire purchase regulations affect mainly 
consumers’ durable goods, and were applied in many 
countries during the boom to reduce demand for such 
goods in order to release resources for other branches of 
the engineering industry. Variations in indirect taxes 
and subsidies can be applied so as both to restrain 
demand for particular commodities and generally to 
raise or reduce consumers’ purchasing power. How- 
ever, increases in indirect taxes and cuts in subsidies 
have had the negative effect, in countries where cost- 
inflation was a major concern, of raising consumers’ 
prices and setting off wage increases. The converse 
danger also exists, that subsidies applied to particular 
commodities figuring importantly in the cost-of-living 
index may help to check wage-cost increases only at 


64 See Economic Survey of Europe in 1955, Chapter 4, р. 110. 
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the expense of an addition to demand pressures; * 
but this can be more readily counteracted, at least 
in principle, by direct taxation. 

Another sphere in which selective action can be 
effective is that of public expenditure. As can be seen 
from Table 11, investment in dwellings and public 
administration amounts to over one-third of gross 
capital formation in the majority of western European 
‘countries; and if investments in railways and road- 
building — included under transport and communica- 
tions — are added, from one-third to a half of total 
gross capital formation can be regarded as being 
influenced directly or indirectly by public investment 
decisions. Expansionist public investment policies 
introduced as necessary, not only when the slow-down 
of private investment had already gone on for some 
time, but at a moment when its likelihood first became 
apparent, would have provided an important stimulus 
to the maintenance of over-all demand and output 
during the last year. The effective application of such 
contracyclical public investment policies, however, 
requires as a basis a better knowledge of private 
investment intentions than has generally existed so 
far, so that plans for public action can be made in 
advance of the need, and time given for necessary 
preparatory work on specific projects. 


Policies on Wages and Prices 


Even if a steady and balanced growth can be 
ensured by appropriate policies, the question remains 
whether such growth at high levels of employment 
can be achieved without cost and price inflation. 
As has been seen above, although policies of over- 
all restraint carried to the point of under-utilization 
of resources in a number of countries have slowed 
down wage increases, they did not equally succeed 
in slowing down wage-cost increases and, had there 
not been a very substantial decline in import prices, 
the domestic price level in these countries would have 
continued to rise. Attempts at securing various 
forms of agreement on a national wage policy in a 
number of countries ®* have only been partially 
successful so far; and it remains in doubt whether 
the moderation shown by trade unions in their wage 


8° The application of index-ties can have an automatic 
effect, either promoting or mitigating price inflation. When, 
for budgetary or other reasons, subsidies are reduced or abolished 
and indirect taxes raised, this imparts a sudden and automatic 
push to price and wage levels. On the other hand, the manipula- 
tion of the cost-of-living index through subsidies and the reduc- 
tion of indirect taxes can halt the price/wage spiral or at least 
provide a certain breathing spell. 


38 The experience of national wages policy in the Netherlands, 


Sweden and Norway was discussed in the Economic Survey of 


Europe in 1955, Chapter 5. See also B. C. Roberts, National 
Wage Policy in War and Peace, London, 1958: and T. Г. Johnston, 
“ Wage Policies Abroad”, Scottish Journal of Political Economy, 
Vol. V, No. 2, June 1958. ; 


claims in the course of 1958 was merely a reflection 
of the recent slack on the labour market and fear 
of a growth of unemployment or оЁ a more lasting 
understanding of the alternative choices involved.*? 
It may well be, however, that the experiences of the 
boom and the subsequent stagnation have created 
a growing awareness on the part of trade unions, 
employers and governments of the need for an agree- 
ment on the fundamental principles on which wages 
should be fixed; and the situation in the foreseeable 
future may be more favourable for the acceptance 
of such principles than would be a period of strong 
demand pressures. 

Absolute stability of the general price level over 
any extended period of time may be an unattainable 
objective; but a closer approach to it than so far in 
the post-war period should not be unobtainable, 
if productivity increases could to some extent be 
reflected in lower prices. In recent years wage increases, 
whether spread over the year or based on agreements 
valid for one or more years, have tended to be fairly 
uniform among economic sectors and branches, the 
lead being given by one or two key sectors — generally 
those where the progress of output per man-hour 
exceeded the average for industry and certainly for 
the economy as a whole. In other words, unit wage 
costs increased in all but the more progressive sectors. 
Furthermore, the pressure of demand, and prevailing 
price policies, translated higher costs almost automatic- 
ally into higher prices. 

Given, first, the inevitable differences among 
branches of industry and other sectors, in the rate 
of growth of output per man which is due not to 
individual effort but to technological change and, 
secondly, the inevitability of variations in supply/ 
demand relations for labour in the different branches, 
a simple agreement that wage increases should not 
exceed the rise of productivity in the branch concerned 
would neither be conducive to labour market equi- 
librium nor satisfy ideas of equity. The need is rather 
for arrangements both to hold the general rise of 
wages within the limits required for the attainment of 
over-all price stability and to strike a balance between 
the two objectives: to spread the benefits of productiv- 
ity advances to all groups, and to promote the adjust- 
ment of labour supply to demand through the induce- 
ment provided by wage differentials. Such an arrange- 
ment would imply price falls in sectors where pro- 
ductivity rose fastest and price rises in some others. 
Such sectors where productivity rises only slowly, 
when faced with rising wage-costs will be under 
pressure to rationalize faster. 


But the wage discipline necessary for such arrange- 
ments to operate successfully could only be expected 


87 See Economic Survey of Europe in 1955, Chapter 3, section 2. 
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if a corresponding restraint were also exercised by 
entrepreneurs in their price policies. To encourage 
this, the increased competition from imported goods 
resulting from trade liberalization could well be 
supplemented by measures, such as are, in fact, 
being introduced or extended in a number of countries, 
to limit monopolistic practices and by campaigns to 
make buyers more price-conscious. 

If conditions more conducive to expansion at high 
levels of employment with price stability cannot be 


achieved by the means suggested above, the need 
will be the more urgent both for consideration of 
means of averting the more unfortunate social conse- 
quences of price inflation within a country and for 
international co-operation in mitigating the effects of 
balance-of-payments strains due to disparate rates 
of cost-price inflation from one country to another. 
The unpleasantness and partial ineffectiveness of the 
alternative of unco-ordinated policies of deflation 
needs no further demonstration. 


CHAPTER III 


ECONOMIC EXPANSION AND EXTERNAL BALANCE 
OF WESTERN EUROPEAN COUNTRIES 


During the post-war years, as in earlier periods, the 
monetary authorities of several countries have at one 
time or another felt obliged by the state of the foreign 
accounts temporarily to dampen or even reverse the 
expansion of domestic demand and activity. Of this, 
developments during the 1950s in the United Kingdom, 
the Netherlands, and Denmark provide examples. 
However, it would appear to be only commonsense 
that a country which is capable of a rapid expansion of 
domestic output without creating inflationary pressures 
will also be able to achieve a strong balance of pay- 
ments; and the course of events in western Germany 
and — on a smaller scale — ш Austria, has shown 
that uninterrupted and rapid economic growth may, 
in fact, go together with an increasingly favourable 
balance-of-payments position. 


The interrelations between domestic economic 
growth and foreign balance are far from being straight- 
forward and simple. In general, the possible conflict 
between expansion and external balance is much more 
serious for the overseas primary exporting countries 
than for the countries of western Europe, especially 
those which are already highly industrialized. But the 
fact that within the last couple of years a weak or 
deteriorating foreign balance has in several western 
European countries motivated contractionary policies, 


and thus been a contributory cause of the gradual 
exhaustion since 1955 of the boom, shows the relevance 
and importance of the problem also to western 
Europe.! 


In this chapter an attempt is made to examine, in 
the light of past experience, the interconnexion 
between economic expansion and the foreign balance, 
and the factors determining this relationship — 
questions whose relevance to the issues discussed in 
Chapter II is too obvious to require explanation. 
Section 1 of the present chapter deals with post-war 
developments in the balance of payments of the 
western European countries combined, and Sections 
2 and 3 with differences of experience among individual 
countries and with the factors determining these 
differences: thereafter the final section discusses the 
adjustment of disequilibrium in international payments, 
the relationship between internal and external balance 
in individual countries and the chances of achieving 
in the future both steady expansion and international 
payments equilibrium on a western European and on 
a world-wide basis. 


1The United Nations World Economic Survey 1956 analysed 
the balance-of-payments experience of both industrial and 
primary exporting countries. 


1. THE BALANCE OF PAYMENTS OF WESTERN EUROPEAN COUNTRIES COMBINED 


Changes in Reserves and in the Foreign Balance 


Being composed of a multitude of independent 
states, western Europe has neither a common monetary 
system nor a single authority entrusted with the task 
of deciding and executing economic policies for the 
area as a whole. However, though economic struc- 
tures, policies and experience exhibit striking differ- 
ences as between countries, developments in the 
individual western European countries, and particu- 
larly in the OEEC member countries, are sufficiently 
closely interrelated to justify consideration of the 
area as to some extent an economic unit. 


Immediately after the war, the official gross holdings 
of gold and foreign exchange of western European 


countries combined fell rapidly to a minimum of 
close to $8 billion in 1948. Since then, such reserves 
have risen steadily, with a temporary setback only at 
the time of the commodity boom called forth by the 
Korean war, and by the end of 1957 they had reached 
a level of more than $17 billion. A continued increase 
has taken place during 1958. But, as is well known, 
the rise in reserves has not been continuous and has 
been far from evenly distributed among the countries 
of western Europe. Western Germany alone accounts 
for well over half of the rise in total western European 
reserves between end-1948 and end-1957. Nonetheless, 
the reserves of most countries have been rising in 
recent years, and at the end of 1957 were appreciably 
higher than they had been in the earlier part of the 
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last decade, even though in several cases the rise did 
not keep pace with the growth in the value of inter- 
national transactions. However, the steep decline in 
French reserves after 1955 reduced them to lower 
levels than at any previous time in the post-war years; 
and though the position of the United Kingdom has 
recently improved appreciably, the reserves of that 
country have fluctuated rather widely, over the period 
as a whole, around a level of about $2.3 billion. The 
sterling devaluation in 1949 reduced the excess of 
sterling liabilities over gold and dollar reserves by 
about $4 billion, but since then the excess of liabilities 
has fluctuated between $6 and $8 billion, without 
any clearly marked long-term trend, reaching the 
lower limit in the second half of 1958. 


Behind the reduction of international disequilibrium 
has been the continued, though not always steady 
and uniform, lessening of excess demand pressures 
in the domestic economies of the western European 
countries. As excess demand in domestic labour and 
commodity markets has been reduced, the capacity 
of national economies to adjust to changing circum- 
stances has increased; and though the progressive 
liberalization of commodity trade and other inter- 
national transactions has gradually narrowed the 
scope for government control of foreign balances by 
direct intervention, it has at the same time provided 
progressively larger scope for the operation of the 
price and market mechanisms in both the national 
and international fields. 


It has been customary in discussions in recent years 
to seek an index of the comparative liquidity position 
of different countries, or of the changes over time in 
the position of any one country, in the size of gold and 
foreign exchange reserves in relation to the flow of 
imports. Yet, what such figures tend to illustrate is 
rather the enormous spread of the standards set by 
the monetary authorities of different countries when 
considering exchange reserves and the small importance 
of the mere~size of such reserves, which is not a 
proper measure of liquidity. Relative to the flow of 
trade and other international transactions, reserves 
were larger in the inter-war period than in the last 
two decades before the first world war, but inter- 
national liquidity was certainly more satisfactory in 
the earlier period. On the international as on the 
national level, larger holdings of cash may not imply 
that liquidity has been improved or even maintained 
if maladjusted exchange rates, political disturbances 
or other circumstances have resulted in a lack of 
confidence and a consequent increase in the demand 
for cash. As it has been well put in a recent study, 
“the adequacy of reserves and the degree of liquidity 


* The greater international mobility of capital and some of 
the other reasons for this were set out in the Economic Survey of 
Europe in 1957, Chapter IV, page 3. | 


depend upon the international environment, including, 
for example, the appropriateness of the structure of 
exchange rates, the extent to which balance prevails 
in international trade, and the presence or absence 
of that intangible, ‘ confidence ’ ”.* 

Since the exchange crisis in the early autumn of 
1957, the international liquidity position of western 
Europe has been considerably strengthened (as has 
been mentioned in Chapter II) and, by and large, the 
improvement has been such as to diminish the dis- 
crepancies in strength of western European currencies.* 
Though a major factor in this development has been 
the decline in the export surplus of the United States, 
it has also been closely connected with the improve- 
ment in western Europe’s terms of trade in transactions 
with primary-producing countries. The recent gains 
in western European reserves at the expense of the 
United States have on balance increased international 
liquidity by reducing the differences in strength 
between the dollar and western European currencies, 
whereas western Europe’s gains at the expense of the 
primary-exporting countries have had the opposite 
effect of further weakening already relatively weak 
currencies. 


Change in gold and foreign exchange holdings 
from June 1957 to June 1958 
Millions of dollars 


United States 2 с FCA Ee —1319 
Ganadanaees..mt. See —26 


Continental western Europe® . +1926 
United Ктёдот с. +1314 
Japan —164 
Industrial countries . +1731 
Latin America 
Dollar countries . — 333 
Non-dollar countries . —185 
Overseas sterling area —943 
Other countries —151 
Primary exporting countries . —1612 


Source : International Financial Statistics, International Monetary Fund, 
December 1958. 


Note.—The figures indicate changes in gold and gross foreign exchange 
holdings except for the United Kingdom and the United States. 


@ Including change in short-term liabilities held by official institutions. 
b Including estimates for France. 
с Including change in sterling liabilities. 


The longer-term improvement in western Europe’s 
balance-of-payments position is brought out by 
Chart 1, which shows the development in the balance 
of goods and services. 


3 International Reserves and Liquidity, A Study by the Staff of 
the International Monetary Fund, Washington, D.C., 1958. 
*To this result the French exchange rate adjustment at the 


end of 1958 has further contributed. (See Sections 3 and 4 
below.) 
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Net exports of goods and services of the United States 
and of ОЕЕС countries combined 


In billions of dollars at current prices and current exchange rates 


+ 12 


+ 10 


1957 


1947 1950 1954 


Source : General Statistics, ОЕЕС Statistical Bulletins, July 1958. 


иннниинининие (ОЕЕС foreign balance and stock increase 
amuummmnns  ОЕЁЕС foreign balance 
ames ames United States foreign balance 


To some extent the short-term fluctuations in the 
balance of goods and services have been matched by 
opposite fluctuations in the rate of inventory accumu- 
lation. In 1951 particularly, when the improvement 
in the balance of goods and services suffered a sharp 
but temporary setback, inventories were accumulated 
at an exceptionally high rate. Because imported raw 
materials account for a considerable part of variations 
in stocks and such variations are highly relevant to 
the international liquidity position of the importing 
countries, considerable interest attaches to the move- 
ment in the balance of goods and services plus inven- 
tory accumulation. The total of these two magnitudes 


rose rapidly until 1951 and after that year at a much 
slower rate. This development was rather closely 
paralleled by the rise in western Europe’s savings as 
a percentage of its gross national product. 


Uses of gross savings in OEEC countries combined 
Percentages of gross national product at current prices 


1947 1951 1957 
Inventory accumulation. ... . PP) 3.0 1.4 
Balance of goods and services —5.0 


—0.8 0.6 


Total of above . . —2.8 DP) 2.0 


Gross fixed capital formation . . 152 16.4 19.0 
ПОТА 12.4 18.6 21.0 
Source : General Statistics, OEEC Statistical Bulletins, July 1958. 


From 1947 to 1951 the share of gross national 
product saved rose by more than 6 per cent of GNP, 
and four-fifths of this rise was devoted to improving 
the balance of goods and services and to increased 
inventory accumulation. In the next period, from 
1951-65 1957, the share of savings rose by an additional 
21 per cent of GNF and this increase was fully 
devoted to fixed capital formation, the further improve- 
ment in the foreign balance being matched by 'а 
decline in the share of stock accumulation from the 
exceptionally high level of 1951. 


Developments in the two periods thus fall into a 
logical pattern. After the war, output г rose from low 
levels, pre-war рег capi d and 
surpassed “only after 1949. Though the monetary 
policies of the time reflected this poorly, capital 
scarcity was acute in the early post-war years. With 
rapidly rising total output in the reconstruction 
period, the share of savings in total income grew 
strongly and this increase was primarily devoted to 
meeting the most urgent needs = {Не improvement 
of the foreign batance and the increase of goods in 
process and other stocks. With the substantial 
completion of post-war reconstruction, excess demand 
pressures eased in consequence of both a rise in 
savings and a decline in capital scarcity. As the intens- 
ity of demand fell ‘off and the structure of investment 
shifted towards longer-term, slower yielding types, 
the increase in total output slowed down. In the 
United States the earliest post-war phase came to an 
end with the recession of 1949. In western Europe 
the corresponding change occurred some two years 
later and happened to coincide closely with the post- 
Korean recession. It appears plausible that, even in 
the absence of that event, the early 1950s would have 
witnessed a decrease of demand pressures in western 
European labour and commodity markets accompanied 
by a pause in the rise of prices and of activity. 


These broad influences which have acted upon the 
balance-of-payments position of the western European 
countries combined have also, though to a varying 


— 


= 
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degree, been reflected in the experience of most 
individual countries. The improvement of the batance 
of goods and services from the last half of the ’forties 
to the ’fifties is an almost universal occurrence and, 
similarly, there was a dominating pattern in the 
impact of the Korean commodity boom on the foreign 
balances of individual countries.* 


Almost all western European countries participated 


in the expanston.of activity from 1953 onwards. In 
France and western Germany, developments and 
circumstances peculiar to each country dominated 
their balances of payments; but among the other 
countries also the character and magnitude of changes 
in the external balance exhibited appreciable differ- 
ences connected with disparities in rates of expansion, 
structure of trade and other characteristics. In most 
countries the rate of_gr nd 
reached its in 1955; and in Austria, 


western Germany, Sweden, and the United Kingdom 
large increases in stock building led to a deterioration 


of the foreign balance in 1955, whereas in Belgium 
rising foreign demand caused a strong increase in 
exports partly supplied from stocks. 

In the following table the singularities of the 
French and west German developments stand out. 


Balance of goods and services of western European countries @ 
Annual averages in millions of dollars 


А 1952-1953 1954-1955 1956-1957 
Western European countries com- 


5 Se | acc eee +588 +1040 +947 
of which : 

BAI Ce eters rcs Бы: —348 +436 —930 

Western Germany +769 +825 +1572 

United Kingdom . . . +425 [255 +842 

Other countries —528 —476 —537 

of which : 

Southern European coun- 

9859 gon pao os) =Vol о 00 — 666 

Others +703 +144 +129 


Sources : Balance of Payments Yearbook, IMF. 
@ Excluding Spain. 


was also the, largely overlapping, group of countries 
with a relatively high share of the active population 
engaged in agriculture. On the other hand, the smaller 
countries of central and north¥vestern Europe achieved 
a surplus, though a declining one due primarily to 
decreases in the surpluses of the Netherlands and 


imbalances in intra-western European payments. 


5 In a few countries, especially the Scandinavian exporters of 
forestry products, the positive impact on exports preponderated 
over the rise in imports. 


Other major changes — the substantial, but presum- 
ably largely temporary, deterioration of the balances 
of the Netherlands and Switzerland and the improve- 
ments in the external balances of the United Kingdom 
and Italy —did not on balance add to, but rather 
reduced, international disequilibrium. Furthermore, 
with the notable exception of France, most countries 
were able to relax considerably their trade and ex- 
change restrictions; and though in a number of coun- 
tries contractionary policies were applied, especially 
towards the end of the period, these policies did not 
in general result in any significant under-utilization of 
resources, except in a few countries. 


The Balance of Payments of Western Europe with the 
United States 


As appears from Chart 1, the improvement during the 
last part of the ’forties and the first half of the "fifties 
in western Europe* and_ services 
was roughly matched by the reverse change in the 
foreign balance of the United States during the same 
period, the positive balance of the two areas combined 
showing a moderately declining trend, though if 
deflated by the export prices of the industrial countries 
the decline was more considerable. After 1955 the 
surplus of the two areas combined increased steeply. 
In 1956 and 1957 this rise was entirely accounted for 
by the United States, but in 1958 the picture changed, 
with the United States surplus falling and that of 
western Europe increasing. 


During the major part of the post-war period the 
short-term changes in the global balances of goods 
and services of the United States and of western 
Europe have very largely been accounted for by the 
changes in the balance between these two areas. This 
is brought out for the OEEC countries by Chart 2, 
from which it is at once evident that trade with the 
United States, though amounting to only about 
20 per cent of the combined trade of the OEEC 
countries with other areas, accounts for most of the 
fluctuation in their balance of trade. 


The role played by the balance between the United 
States and western Europe in the fluctuations in the 
foreign balance of the United States was somewhat 
less pronounced. However, transactions with western 
Europe accounted for well over half of the steep 
decline from 1948 to 1953 in United States’ net 
exports of goods and services. In the subsequent rise 
of these exports, the role of western Europe was less 
dominating, large parts of the rise being accounted 
for by transactions with Latin America, Canada, and 
Far Eastern countries. However, it is certainly true 


‘Ап appreciable rise occurred in the United States Govern- 


et grants to China (Taiwan), South Korea, Japan and Viet 
am. 


=—— СНАВТ 2 


Trade deficit of OEEC countries combined 
with the World, the United States 
and other areas, 1950 to 1958 < 


Monthly averages in millions of dollars at current Prices 


—500 


—400 


- 300 


- 200 


- 100 


1958 


1950 1952 1954 1956 


seme World United States — — Others 


Source : General Statistics, OEEC Statistical Bulletins, July 1958. 
@ January—April average. 


for the United States, as it is for western Europe, that 
the fluctuations in its balance with all other industrial 
countries (including Canada and Japan) account for 
an appreciably larger part of the fluctuations in its 
global balance of goods and services than corresponds 
to the share of those countries in its total foreign 
transactions. 


Since the foreign balance of any area equals the 
difference between savings and investment in that 
area, and since within the world economy only a small 
fraction of total savings and investment takes place 
outside the industrial countries, the scope for fluctua- 
tions in the foreign balance between industrial and 
non-industrial countries is quite narrow relatively to 
the possible fluctuations between the two major 
industrial areas, the United States and western Europe. 
This conclusion may be reached also on the basis of 
liquidity considerations: about four-fifths of national 
gold and (gross) foreign exchange reserves are held 
by industrial _countries~and—only_about one-fifth by 
primary-exporting countries. The facts of relatively 
low reserves and low savings ratios in the less econo- 
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mically developed countries are, of course, closely 
related, both reflecting low levels of real income.’ 


What the above argument in monetary terms shows 
is only that in the short run any large-scale change in 
the foreign balance of western Europe must largely be 
balanced by an opposite change in the foreign balance 
of the United States, and vice versa. But it does not 
say in what proportions the change will take place via 
the bilateral transactions between the United States 
and western Europe on the one hand and, on the 
other, multilaterally through opposite changes in the 
foreign balances of the United States and western 
Europe with other areas. Actually, as has been seen, 
the bilateral changes have dominated. 


Table 1 shows the balance of payments of western 
Europe with the United States in four selected years 
of the last decade. In every year since 1949, except 
1951, the gold and dollar holdings of western Euro- 
pean countries combined have increased, although 
with considerable variations in the rate of increase 
which have largely reflected the fluctuations in the 
balance of goods and services on civilian account. On 
the other hand, since 1950 the annual total of United 
States external payments on account of military 


expenditires_and government granis-and=cretiits has 


kept within the relatively narrow limits of $2.2- 
2.7 billion, the—rise—in—military-expendiare— having 
roughly balanced the fall in grants and credits. 
Whereas the changes in the balance of services on 
civilian account have been small, the trade balance 
has fluctuated widely, mainly owing to changes in 
western Europe’s imports from the United States. 
Apart from a minor setback from 1953 to 1954, at the 
time of the second post-war recession in the United 
States, western Europe’s exports have increased 
steadily and were quite well maintained even in 
1957/58. Western Europe’s imports have varied 
strongly in response both to normal changes in 
economic activity in western Europe and to the 
Korea and Suez crises. Analysing the trade by 
commodity groups it is found that agricultural and 
industrial raw materials and semi-manufactures, rather 
than manufactures, are the volatile elements in western 
Europe’s imports from the United States. As the 
western European economy in the post-war period 
has generally operated at high employment and 
capacity utilization levels and is dependent upon 
imports from the outside world for a considerable 
part of its supplies of primary and some intermediate 
goods — and especially so at high activity levels — 
changes in the internal balance between demand and 
supply have had a strong impact on overseas trade. 


7 A given change in the transactions between the industrial and 
the primary exporting countries will for these reasons tend to 
affect more strongly the domestic economic developments of the 
latter than of the former countries. 
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TABLE 1 


Balance of payments of western Europe with the United States 


Millions of dollars 


| 1949/1950 а 1953 1955/1956 2 | 1957/1958 а 
Сока Зее te ne en rel Set ade te eee 
a = —4 994 
Limo Зои (ИО ЧИКО СЕ 6 оо оовоб оо вес —3 323 2992 ies ie 
Exports: tosthe memitedas tates pam eeara armen erent enna on acon +905 +2 278 Е 
Prades ра ис арен К ИЕ, 9 сн —2 418 —714 —1 964 —1931 
i i ited Stat ilitary expenditures), and private 
р oe ae ea 4317 $393 +439 4173 
Balance of goods and services on civilian account. ........ —2 101 —321 —1 525 —1 758 
United States military expenditures in western Europe ....... +206 +1171 +1 762 +1 730 
Balance шопа militaryeexpenditures a в № —1 895 +850 +237 —28 
United States Government grants and credits (excluding military aid) . +3 648 +984 +606 +499 
United States private capital: 
IFONS=LET Neh а test бе pee ee ete so +159 —129 +268 +274 
О Preece ау ро, ere Md el и a —74 +26 +76 —30 
Ghangesinslong-ternmedollateasscts as anion mene mae meee —95 —97 —248 +10 
Change in short-term dollar balances and gold .......... —875 —1 969 —729 —1 684 
Errors, omissions and inter-regional transfers ........... — 868 +335 —210 +959 


Source : Survey of Current Business, United States Department of Commerce, September 1958. 
@ Twelve months from 1 July to 30 June. 


The United States has been in a unique position to 
satisfy sharp increases in western Europe’s demand for 
imports — whether called forth by normal changes in 
economic activity or by political events: first foreign 
trade is small in relation to domestic output in the 
United States, secondly, it has generally operated at 
lower employment and capacity utilization levels, 
allowing an elastic response to rising export demand, 
and, last but not least, the particular form of agri- 
cultural protection in the United States has made 
possible very large short-run changes in exports of 
agricultural commodities, with a minimum of dis- 
turbance to the domestic market. 


In view of the large fluctuations in the trade balance 
and its evident sensitivity to changing demand pres- 
sures in western Europe, it is hardly possible to derive 
from the developments of the last decade any long- 
run trend to be projected into the future. It is, how- 
ever, worth noting that even though western Europe’s 
import surplus rose rapidly after 1953, western 
Europe’s exports as a percentage of its imports in 
trade with the United States have from 1952 con- 
sistently been above the levels prevalent before that 
year. In 1957/58, when western European activity 
levels were definitely above that in the United States, 


the share of western European imports from the 
United States covered by exports was significantly 
higher than in 1955/56, when activity expanded 
rapidly in both areas, and more than twice as high as 
it had been in 1949/50 when, moreover, the absolute 
real value of the trade deficit was much larger than in 
recent years. 


At the same time important changes have occurred 
in the commodity structure of the trade. The changes 
in western Europe’s trade deficit in recent years were 
mainly accounted for by non-manufactures. During 
the fifties, however, western Europe reversed its 
trading position vis-d-vis the United States from that 
of a net importer of manufactures to that of a net 
exporter. An improvement took place in every 
one of the twelve groups of manufactures, except 
chemicals, defined in Table 2 as commodity groups 
Nos. 8-19 inclusive. This was accompanied by an 
appreciable substitution of western European for 
United States exports of manufactures ш third 
markets. From 1952 to 1957 western Europe’s share 
of the combined exports of manufactures (at 1950 
prices) of western Europe and the United States to 


8 See Appendix Table XIV. 


a TABLE 2 


Exports of nine western European countries “ and the United States in 1957 


Index numbers, 1952=100, based on values f.o.b. at 1950 prices 


Area of destination Canada Latin America 
в without Venezuela 
Area of origin Nine European United} Nine, European United 
countries States countries States 
8. Metal manufactures 
о et Meee, Po eR es. ET. ИТ 121 93 
9 Power-generating (except electrical) machinery в и. ме 205 125 Е oh 
Pome vemcultiraltmachinery™,. .Geakaitek: . ps ae ие tee 93 il 102 82 
11. Metal-working, mining, construction and other industrial machinery . . 145 126 95 108 
О machinery «0 -o 4 5 ..t.0..2 ДИ 191 120 135 
о И oe о ee Зри 75 90 118 ron 
а о от Se re | , 122 ia 
Poe oad motoriveniclesc око роет. 292 eye, 104 107 
я о ЗО | 144 230 
17 Chemicals FS icc, SOS а а с ии 242 137 241 134 
Що Ех е пра асвитех ао clothing. Е 6 ae ne 133 98 76 68 
19. Paper, manufactures of wood and paper (excluding РагпИиге)..... 344 с 153 180 92 
Wotalsexports"Gneluding unspecified) реву 168 130 125 114 


Source : Appendix Table XIV. 


@ Belgium-Luxembourg, Denmark, France, western Germany, Italy, the 
Netherlands, Norway, Sweden, the United Kingdom. 


primary exporting countries rose from 64 per cent 
to 68 per cent. As appears from Table 2, western 
European exports of manufactures to Canada and 
Latin America — markets in which United States 
exporters are for good reasons supposed to enjoy 
special advantages — generally fared better than 
those of the United States between 1952 and 1957, 
even in commodity groups where exports from the 
two areas combined fell. 


In spite of the almost uninterrupted rise during the 
last decade in the gold and dollar reserves of western 
European countries, it is sometimes stated that in 
some sense western Europe still suffers from a 
structural dollar deficit or shortage and that dollar 
balance is maintained temporarily, or artificially, only 
by virtue of the fact that the United States Govern- 
ment annually expends some $214 billion in external 
military expenditure, and in grants and credits, the 
military expenditure accounting for by far the larger 
part of the total. 


It is, of course, true that the sudden discontinuation 
or rapid decline of the military expenditure would have 
severe repercussions on the western European 
economy. Given the fact of the continued steady flow 
of United States Government payments, it could not 
sensibly be expected that the recipient economy 
should behave as if these payments did not take place, 
in the sense that the flow of these payments was 
annually added to reserves — ignoring, incidentally, 


b Numbering and definition of commodity groups are identical with those 
used in the source, 


с Less than $1 million in 1952. 


that American military expenditure involves a demand 
on western European resources. One might, indeed, 
as well choose to abstract from that part of western 
European exports to the United States which is 
derived from the domestic military expenditure of the 
American Government. The decisive consideration 
is that roughly half of United States exports and the 
overwhelming part of those of western Europe consist 
of goods, the export demand for which — given time 
for adjustment —is highly sensitive to changes in 
relative prices. 

If a gradual decline in the volume of United States 
Government payments to western Europe should take 
place, the substitution between American and western 
European exports should certainly prove sufficient to 
allow a relatively smooth adjustment. To what 
extent this adjustment would take place bilaterally or 
multilaterally via third markets would depend upon a 
great many factors such as the relative flows of United 
States and western European capital exports, the trade 
policies pursued in both areas, and the relative levels 
of economic activity. Since the large-scale devaluation 
of western European currencies in 1949, a process of 
substitution of western European exports for those of 
the United States has been going on and there are as 
yet no definite signs that it is coming toanend. Thus, 
present long-term trends may well be interpreted as 
pointing towards a further reduction of the difference 
in strength between the dollar and the western Euro- 
pean currencies. 


we 
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2. Economic EXPANSION AND THE FOREIGN BALANCE р 


For а number of reasons, a confrontation of the 


balance-of-payments positions of individual western . 


European countries in the 1950s and their rates of 
growth of total output during the same period does 
not by itself reveal any relation between domestic 
expansion and foreign balance.® 


This is no cause for surprise, considering that the 
character of a process of expansion — for instance, 
whether it has its origin in a favourable development 
in export markets or it is called forth mainly by a 
rise in public expenditures — must decisively affect 
its impact on the balance of payments. Furthermore, 
the multitude of factors, other than the rate of eco- 
nomic growth, affecting the balance of payments may 
overshadow whatever relationship there may be 
between economic expansion and foreign balance. 
It may therefore be worth while to investigate the 
possible influence on the foreign balance of factors 
such as the economic structure or stage of development 
and then, after having taken into account the opera- 
tion of such factors, to return to the question of the 
interrelations between expansion and the external 
position. 


Economic Structure and Foreign Balance 


As a rule, international capital flows from the 
richer and more developed countries to the poorer 
and less developed areas, the first then having a 
surplus balance of goods and services and the latter 
a deficit. This relationship between the stage of 
economic development and the state of foreign 
balance holds not only between large groups of 
countries but is present also as an effective tendency 
among the individual countries of western Europe. 
In Table 3, fifteen western European countries have 
been arranged in ascending order of the share of the 
total civilian labour force in agriculture, this structural 
characteristic providing a simple and acceptable 
(inverted) index of the stage of development. The 
table shows the clear tendency towards a more positive 
foreign balance in the highly industrialized countries 
than in those with a fairly large share of the labour 
force in agriculture,!° though it also reveals the 
expectedly large deviations of individual countries, 
whether due to the special short-term influence of 


® World Economic Survey 1956, United Nations, New York, 
1957, Chapter 2, pp. 41-42. 

10 The coefficient of correlation between the share of active 
population in agriculture and the foreign balance in per cent of 
GNP is —0.61, which is improved to —0.72 if the extreme, and 
in several respects special, cases of Greece, Portugal and Turkey 
are excluded. The inclusion of private donations in the foreign 
balance does not significantly affect these results. 


TABLE 3 


Foreign balance of goods and services, total gross 
savings, and share of active population in agriculture 


Percentages 


хх 

Gross savings Balance of goods 
as percentage of and services as 
gross national percentage of 
product gross national 

at market prices, product at factor 


Share of active 
population in 
agriculture. 4 

Average 
1950-1956 


1950-1956 cost, 1950-1956 
United Kingdom 5 15 0.7 
Bel cities eee 11 18 1.5 
Netherlands. 13 26 Л 
Switzerland. .. 16 272 2.8 
ВО сане 19 2 0.5 
Western Germany 21 2 727 
Group range . 5 toe2i 15. 0-27 0.5 to 2.8 
Group average 14 22.0 1.6 
Denmark пас 25 18 —0.8 
Norway .... 26 Die —3.2 
Rrance ee, cue Di 18 с —0.2 
; —4.3 4 
Austitae № 32 19 0.5е 
Пас с 37 19 —1.9 
ireland Боос 39 wi —8.3 
Group range . 250 39 7 to 27 —8.3 to +0.5 
Group average 31 18.0 —3.0 
POntu ca eee 49 iB A —4.3 
GihecCe i ae 56 7 —10.0 
TUNES? до 1 10 —2.3 


Sources : General Statistics, ОЕЕС Statistical Bulletins, September 1957 
and July 1958, and Agricultural and Food Statistics, OEEC, 1956. 


а Including forestry and fishing, except for France. 


Ь 1954-1955. с 1952-1956. Ч 1950-1952. е 1953-1956. 


international economic events, the particular economic 
policies pursued, or other factors. 


It is hardly adequate to explain the different balance- 
of-payments performances of “ industrial ” and “ agri- 
cultural ” countries on the basis of the differences in 
export structures — the industrial countries benefiting 
from a large share in their exports of goods enjoying 
a rapidly expanding world demand or, for short, 
having a larger share of “ dynamic” commodities 
in their exports. This would be an example of the 
reasoning frequently applied that the better or poorer 
export performance of different countries is in large 
part accounted for by differences in export structures 
as to commodities and areas of destination. While no 
attempt has been made to investigate this assumption 
for all countries of western Europe, a summary 
analysis has been made covering the exports of nine 


selected countries." For the countries and the period 
covered, the influence of the export structure was 
found to be rather small. The countries with an 
above average export performance in total generally 
performed better than the others in each export 


group as defined by commodities and areas of 
destination. 


Whether a country is in a favourable external 
position depends not upon its export structure alone, 
but rather upon the structure of its total output to 
which, again, is related the structure of its whole 
foreign trade —that is, both its exports апа Из 
imports. If a country has a highly developed рго- 
duction structure then the demand for its output 
will increase at a relatively rapid rate as real income 
expands at home and abroad. Then, if a large part of 
its exports are agricultural products or other “ non- 
dynamic ” goods, evidently domestic supply will to a 
large extent meet domestic demand for income- 
elastic goods, thus moderating the rise of imports 
consequent upon expansion. If, on the other hand, 
goods with a high income elasticity of demand make 
up the bulk of exports, exports will rise strongly in 
response to rising world activity; but given the output 
structure, and with a rise both in output exported 
and in domestic demand, imports must rise rapidly 
also. Indeed, if the structure of exports as distinct 
from that of output was important, the dollar should 
not be a strong currency.!* But if a country has ап 
undeveloped production structure, it can satisfy a rise 
neither in foreign nor in domestic demand for the 
“dynamic ” goods. 


There is an additional and related reason why, in 
general, the foreign balance of the highly industrialized 
countries is more favourable than that of the less 
economically developed countries. A higher level of 
economic development implies a higher level of per 
capita real income and this, in general, a higher 
share of total savings in total income. It is therefore 
to be expected that the more developed countries 
will be exporters of capital and have a correspondingly 
favourable foreign balance and that the reverse will 
be true of the less developed countries. However, 
to judge from the data provided in Table 3, though the 


11 Belgium-Luxembourg, Denmark, France, Germany, Italy, 
the Netherlands, Norway, Sweden and the United Kingdom. 
The sequence of the countries by size of actual increase in 
exports at constant prices from 1952 to 1956 was compared with 
the sequence on the basis of the export rise computed from a 
standard distribution of exports by commodity groups and 
destinations, applying to each group the actual relative rise in 
exports from the country in question. Only Denmark had a 
different place in the two sequences. 

12 The case of changes of relative world market prices illus- 
trates and confirms the above argument. If, in consequence of 
international expansion — or, for that matter, for other reasons 
— the relative price in world markets of a certain commodity 
rises, then this constitutes a gain to all countries producing that 
commodity proportionate to their output of it. 
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rate of gross savings appears related to the level of © 


development (as measured by the share of the labour 
force in agriculture) the relationship is by no means 
a close one. Apart from imperfections in the com- 
parability of the figures, the weakness of the rela- 
tionship is primarily due to differences among indi- 
vidual countries in the policies pursued in the 
investment field and particularly regarding exchange 
controls and other regulations relating to capital 
movements. Examples of the influence of such 
factors are provided below in Section 3, particularly 
in the sub-sections on Italy and Norway. 


The Growth of Output and the Foreign Balance 


If the influence of the degree of development (as 
expressed by the share of the labour force in agri- 
culture) on the foreign balance is taken into account, 
a definite, though not very close: positive relationship 
is found between the balance of goods and services 
and the rate of growth of output. In countries at 
about the same level of economic development, rapid 
expansion of output tends to be associated with a 
favourable foreign balance.!® This association of a 
rapid growth of output with a favourable foreign 
balance should hardly be conceived as a cause-and- 
effect relationship. It is tempting to view the two 
phenomena as the simultaneous effects of an imme- 
diate common cause: the rate of growth of exports. 


From the figures in Table 4 it appears readily that 
the rates of growth of exports and of gross national 
product are positively connected. The rate of increase 
of exports has usually been about two to three times 
that of GNP; and in most countries the excess has 
been largest in the early part of the period, reflecting 
the OEEC trade liberalization policy and the generally 
rapid expansion of international trade in these years. 

In most western European countries the rapid 
increase in export volume has undoubtedly been one 
of the factors contributing to the expansion during 
the ‘fifties, and this in two ways. The increasing 
flow of exports has, through its direct effects on the 
flow of incomes and the level of demand, stimulated 
the growth of output; and the relatively stronger rise 
in foreign trade than in domestic output has involved 
a rise in productivity in consequence of the increased 
division of labour. 


13 For the period 1950-1956 and the countries of western 
Europe (including Italy but excluding the rest of southern 
Europe, Finland and Iceland) the regression was determined 
by the method of least squares of (x,) the balance of goods 
and services as a percentage (average for period) of GNP at 
factor cost in current prices, on (x2) annual percentage compound 
rate of growth of GNP in constant prices, and on (Хз) the 
percentage of the active population in agriculture. The regres- 


sion plane found was x,=0.44 x, — 0.20 x; + 2.1 | and’ the 

coefficients of correlation were: 

Tis — 0:40; l= — 0172; та — 010: Г 2: = 0.80: 
Г12.з = 0.56; Г1з.з = — 0.86; Газ.1 = 0.50. 
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TABLE 4 


Rates of growth 1950 to 1956 of gross national product 
and exports at constant prices 


Percentage annual compound rates 


Gross national 


Country product Exports of goods 
at factor cost 
a 
Е rey ste м b } 151 
ОР Боро 3.5 8.6 
Denman Боро 1.7 6.2 
га. 4.5 4.0 
Western Germany 9.4 19.7 
(тесен о 6.4 13.2 с 
Е seer ==, ee 0.9 9 
ау ет т. 7.0 8.1 
Netherlands sates 4.3 10.1 
Могла 2.9 5.6 
ео ас бы 85) 4.6 
SWeden и: 3.0 4.4 
КА ЛЕН со воб 58} 8.8 
Я О ео ый а 6.4 1.24 
United Kingdom .... 2.9 2.0 


Sources : General Statistics, OEEC Statistical Bulletins, January and July 


1958 


@ 1950-1952. Ь 1953-1956. с 1951-1956. 4 1950-1955. 


In two countries, Denmark and the Netherlands, 
exports at constant prices as well as imports have 
even increased in absolute terms as much as, or 
slightly more than, gross national product during the 
fifties, and the share of national expenditure met from 
domestic output has been stable or even decreased. 
In Belgium, Iceland, and Norway, by far the larger 
part of the increase in domestic expenditure has been 
met from imports. Particularly in those five countries, 
but to a lesser extent in all countries except Turkey, 
the increased share of imported commodities in 
total domestic expenditure is evidence of an increased 
international division of labour. The liberalization 
of foreign trade, promoted by the endeavours of the 
signatories of the General Agreement on Tariffs and 
Trade, by the OEEC and by the International Mone- 
tary rund, has been accomplished during the ’fifties 
without any damage to the domestic economies of 
western Europe—on the contrary, it seems to have 
given an appreciable support to economic expansion. 


The crude indicators of productivity available 
would appear to indicate a fairly strong tendency 
towards a more rapid productivity rise in the countries 
where foreign trade has increased strongly relatively 
to GNP. It should, moreover, be remembered in 
this connexion that a large part of the gains from the 
increased international, and particularly intra-Euro- 


pean, division of labour has taken the form of the 
availability of a wider choice and an improved quality 
of consumers’ goods, neither of which phenomena 
finds adequate expression, if any, in productivity 
statistics. 

However, in spite of what is said above, the rapid 
growth of total output together with a favourable 
foreign balance can hardly be explained as common 
effects of a rapid growth of exports, and for three 
reasons. First, while it may be perfectly acceptable 
to explain economic expansion in any single country 
as an effect of the growth of exports, this comes 
dangerously close to being a circular explanation for 
western Europe as a whole, in view of the crucial 
role played by the industrial countries in the determina- 
tion of international activity levels.14 Secondly, the 
relaxation or abolition of import restrictions has been 
an independent cause of a rise in imports, which has 
neutralized a smaller or larger part of the effect of 
export expansion on the domestic flow of money 
incomes even though it has greatly promoted the rise 
in productivity. Thirdly, the main factors affecting 
the foreign balance may as well influence imports as 
exports, though for obvious reasons most investiga- 
tions of the competitive positions of countries have 
been based on their export rather than their import 
performance.}® 


The concept of competitiveness may be defined so 
inclusively that it becomes tautologically true that the 
countries with the stronger foreign balance have been 
those enjoying the better competitive positions. On 
the other hand, attempts to investigate separately the 
influence of various elements, and especially the 
important one of prices,!® in the competitive position 
of countries have always proved difficult and yielded 
rather uncertain results. The foreign balances of 
countries for any period will depend both on the 
relative cost levels and on the rates of change in these. 
But while the rates of changes in costs and prices may 
be measured with a fair degree of accuracy, it is in 
general an almost impossible task to arrive at tolerably 
definite statements of the relations between absolute 
costs in different countries. 


None the less, it is of some interest to note that 
among the industrialized western European countries 


** See Section 1 above and also Economic Survey of Europe in 
1957, Chapter IV, Section 1. 


\5 Though the rate of growth of total output is positively 
correlated with the position of the foreign balance and also with 
the rate of increase of exports, these last two exhibit only the 
weakest of relationships — a state of affairs which is, of course, 
possible only because there is quite a bit of “ play ” in the first 
two relationships. 


18 See, for instance, the discussion in World Economic Survey 
1956, p. 73, and “ Changes in Competitive Strength and Export 
Shares of Major Industrial Countries ” by J. М. Fleming and 


S. C. Tsiang, Staff Papers, International Monetary Fund, 
August 1956. 


ie TABLE 5 


Rise in price index of gross national product and 
in population in active age groups, 1950 to 1956 


Percentage annual compound rates 


ees 


Price index of 


с Population in 
gross national 


active age groups 


product at factor cost (15-64) 
Western Germany ... 3.1 182 
Switzerland earnest © 1.3 1.0 
Нагоя. AG. вме Р) 1.0 
Е сою а ос 3.8 0.9 
ОЕ Ly О ees 5.6 0.4 
а ео В 0.5 
бопратапре врет ие Ве 5:6 OD © 12 
Group average .... 3.4 0.8 
ЕЯ 9 о Coe 5.6 0.4 
а о СВ Te 0.2 
Ее 6. 2.6 4 0.1 
iprancemiees 10: ihietieey: 7.9 0.3 
United Kingdom... . 4.9 — 
ireland eeu о ® 37 —0.9 
Groupimange sa.) se 2.6 to 7.9 —0.9 to +0.4 
Group average... . 53 — 
тес заза rad us ИЯ 1.6 
Е ое во 0.5 1.0 


Sources: General Statistics, ОЕЕС Statistical Bulletins, and 8th Annual 
Report, OEEC, Paris, 1957. 


а At market prices. 


covered by the data in Tables 3 and 5 a negative 
relationship, though not an impressively close one, 
is to be found between the surplus on account of 
goods and services and the rate of increase of the 
price index of gross national product (see Chart 3). 
This relationship may plausibly be interpreted as 
indicating not only that the countries with a low 
rate of increase in costs and prices have been more 
price- and cost-competitive than those with higher 
rates of price and cost increases, but also that the 
same demand pressures which have contributed to 
rising prices and costs have, by their direct action on 
imports and exports, affected the foreign balance. 
It further appears from Tables 3 and 5 that the rate of 
increase in costs and prices tends to be relatively high 
in the countries with a relatively low rate of increase 
in the labour supply, and also that the rate of increase 
in total (and per capita) output tends to be relatively 
high where the labour force grows rapidly. 

On the basis of these data the following chains of 
causation may be suggested as a partial explanation 
of the association of high rates of growth of total output 
with favourable foreign balances. A rapid growth 


of labour supply provides wide scope for investment 
through so-called widening rather than deepening 
of capital, that is without an increase in capital in 
proportion to labour and any consequent downward 
pressure on the relative return to capital. Thus, 
the inducement to invest may be expected to keep at 
high levels. At the same time, it is a plausible assump- 
tion that the rate of growth of the labour supply will 
affect the relative bargaining positions of employers 
and wage-earners and result in the observed tendency 
towards a slower rise in money wages where labour 
supply increases rapidly. This slower rate of wage 
inflation will again tend to improve the competitive 
position and strengthen the foreign balance. Thus, 
to a certain extent the double process of domestic 
economic expansion and of an improving foreign 
balance will be cumulative: rapid growth of output, 
and in particular of investment, will result in a low 
average age of plant and physical capital generally, 
with a favourable effect on productivity. The further 
effects will be both increased competitiveness, to the 
benefit of the foreign balance, and a more rapidly 
expanding flow of savings for the financing of domestic 


CHART 3 


Balance of goods and services as a percentage of gross 
national product and annual percentage price increase 
in industrial western European countries, 1950-1956 


Percentages 


Balance of goods 
and services 


uo) 
+2 


+1 


Price increase 


A Austria СВ United Kingdom 
B Belgium | Italy 

СН Switzerland N Norway 

D Western Germany NL Netherlands 

DK Denmark 5 Sweden 

F France 


Sources : Tables 3 and 5. 
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investment and of the improvement in the foreign 
balance. 


The interactions set out above may be conceived 
as the automatic mechanism by which in the inter- 
national economy an increased labour supply in the 
industrial countries is absorbed in the process of 
production; and the mechanism makes economic 
sense in so far as it implies the assumption that money 
wages, or rather their rates of change, respond to 
the market position as does the price of any com- 
modity, and that demand responds to price. 


But at the same time the interrelations sketched 
above may be characterized as perverse. Surely, in 
industrial countries a rapid increase in the labour 
supply is to be considered a factor contributing to 
the demand for capital, and thus tending to raise 
domestic investment relatively to savings, and thereby 
calling for capital imports and exerting pressure on 
the foreign balance. In other words, whether a 
particularly rapid increase in the supply of labour 
(or other changes which tend to raise the rate of 
profit) will on balance lead to an improvement or a 
deterioration in the foreign balance, will depend upon 
the international mobility of capital relatively to the 
combined responsiveness of wages to labour market 
conditions and of foreign trade flows to international 
cost differentials. Thus, in North America during the 
1950s both the labour force and total output in Canada 
have grown at a more rapid rate than in the United 
States and, as the mobility of capital has been high 
between the two countries, capital has flowed from 
the United States to Canada. In this area the inter- 
national adjustment mechanism has functioned in 
a fashion similar to its operation in western Europe 
before the first world war and — though much less 
effectively —in the last half of the ’twenties and, 
indeed, similar to its operation between regions of a 
single country. On the other hand, the mobility of 
capital during the post-war period has generally been 
quite low between the countries of western Europe, 
in the sense that capital movements have not been 
very responsive to interest and profit-rate differentials. 
With one crucial link immobilized, the international 
adjustment mechanism has become distorted. No 
case illustrates this more forcibly than that of western 
Germany during the ’fifties. 


The preceding analysis of the tendencies inter- 
relating growth of labour supply, foreign balance and 
growth of output was based exclusively on data 
concerning the countries of western Europe; and it 
does not apply to, and could not be substantiated by 
data concerning, the non-industrial, under-developed 
countries overseas nor, indeed, the non-industrial 
southern European countries. In fact, it might serve 
as a defining characteristic of an under-developed 
economy that the demand for labour does not show 


a significant positive response to an increase in its 
supply, which is already in excess. 


A main conclusion to be drawn from the above is 
that, owing to the position of western Europe in world 
trade and to the structure of the European economy, 
an improvement in the international position of 
western Europe as a whole, as well as in that of any 
of the individual countries of the area, is not in 
conflict with a rapid expansion of activity even though 
expansion is not a necessary pre-condition for such 
an improvement. The performance of individual 
countries is largely dependent upon the extent to 
which price stability during a period of rapid expansion 
can be maintained, either by support from a high 
elasticity of domestic supply or by temporary recourse 
to external resources. 


Expansionary Impulses and Foreign Balance 


In a market economy, an expansion in economic 
activity presupposes an increase in total effective 
demand. Although generally higher levels of money 
incomes and prices cannot contribute to the attain- 
ment of final equilibrium (except as an adjustment 
of flows to a given value of the quantity of means of 
payment and other claims defined in monetary units), 
in a process of economic change a time rate of increase 
in prices is among the adjustments through which 
changes in demand are met. Thus, a given rise in 
monetary demand and expenditure may call forth a 
large or a small increase in prices, depending upon 
the elasticity of domestic supply and the actual resort 
to external resources. In an open economy the 
expansionary impulse may for any period be identified 
— quite crudely — with the rise in national expenditure 
and in exports of goods and services over the preceding 
period. The impulse may then be met in any propor- 
tion through an increase in the volume of domestic 
supply, an increase in imports of goods and services, 
and a rise in the prices of domestic supply of goods 
and services. Only the first two elements increase 
the real supply, and only the rise in domestic supply 
— whether for use at home or abroad — signifies an 
increase in domestic activity, that is, an expanding 
use of domestic resources. 


An international and a national margin for domestic 
expansion may be distinguished, the first referring to 
the limits set to expansion by considerations of the 
international liquidity of the country, and the second 
referring to the scope for expansion allowed by the 
unexploited domestic employment and productivity 
potential. Though the ideal state of affairs is one in 
which idleness keeps at a low and unchanged level 
and that degree of external liquidity is maintained 
which is judged desirable, it is in fact the exception 
rather than the rule for both national and inter- 


a TABLE 6 


Shares of individual countries in intra-western 
European and in World imports, 
and of exports in gross national product 


Percentages 


Sh in i = 
уметь" | Share in Wort Exports of goods 
Country AoE imports В gross national 
. July 1957-June product at 
July 1957-June 1958 market prices 
1958 | 1956 
Austria . wees = 3.4 1.1 20 
Belgium- 

Luxembourg. . 8.8 32 31 
Denmark. 1. . 4.0 13 25 
inland see. > 1.9 0.8 19 
Brance! assets |: 8.9 Si 9с 
Western Germany 16.6 7.3 17 с 
(ЕЕ 6 ба вв 1.6 0.6 8 
ПО bso. 0.2 0.1 23 
Сев... 1.9 0.5 20 
italvaneern lt el 93 10 с 
Netherlands. .. 9.8 Bui. 35 
INorway .... 4.0 1.2 21 с 
вора... 1.4 0.5 16 
Браше 2c) wes 1.9 0.8 я 
ВЕЧЕ Boe See 6.8 Pues 21 
Switzerland . . . 6.1 1.8 Pl 
о ПИ 0.4 3 
United Kingdom. oat 10.5 16 с 
Yucosiavia . .. 1.4 07 
Total western 

Вихоре. eens 100.0 45.8 


Source : General Statistics, OEEC Statistical Bulletins. 


а Imports f.o.b. 5 Imports c.i.f. с 1957. 


national margins to be operative. Ш policies of 
domestic expansion have been hampered — and not 
just imagined to be so — in any country by balance- 
of-payments difficulties, this means that the inter- 
national margin has been so narrow as to make the 
national margin inoperative. Clearly, however, the 
margins are not demarcated sharply, but rather by 
broad bands, and they are mutually related. In 
otherwise similar circumstances the impact of domestic 
expansion on the external balance will be smaller if 
the elasticity of domestic supply is high than if it is 
low. Furthermore, developments which strengthen 
the balance of payments may enter as a part of the 
expansion in a country and thus continuously main- 
tain the international margin for further expansion. 
If a rise in total activity is called forth by a rise in 
exports, this will by itself widen the international 
margin which, on the other hand, will be narrowed 
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if the expansionary impulse is, say, rising government 
demand for the output of export industries. 


Further, whereas for any individual country the 
international margin indicates a genuine actual or 
potential limit to expansion, for the group of all 
the industrial countries combined it follows from the 
nature of their relations with the remainder of the 
world economy that, generally, the limits to expansion 
are set not by any international margin but by the 
available labour and physical resources in the industrial 
countries. Though the same is not quite true for 
western Europe alone, and still less true for individual 
countries, none the less a simultaneous expansion by 
all, or the larger, of the western European countries 
will to a considerable extent propagate itself outside 
the area and thereby call forth an increase in western 
European exports and in other receipts from the rest 
of the world.’” Even for a single large country these 
repercussions may assume considerable importance. 
The structure of a country’s economy, its importance 
as an international creditor, its share in world trade, 
and the structure of its trade and payments relations 
with the outside world, are all factors which determine 
how much or how little an expansion in that country 
will have repercussions on developments elsewhere 
which produce effects favourable to the first country. 
Table 6 shows how large the imports of the United 
Kingdom, western Germany, and France loom both 
in the total imports of western Europe and in intra- 
western European trade, while the shares of exports 
in gross national product provide some indication of 
the sensitivity of the different countries to inter- 
national fluctuations. 


Table 7 shows for the OEEC countries combined 
and for individual countries, the expansionary impulse 
— expressed as a percentage of gross national pro- 
duct — and how it has been met during the recent 
boom. This has been divided into two sub-periods, 
with 1955 — the year of most rapid expansion — as 
the last year of the first sub-period. The limitations to 
the information included in the table should be kept in 
mind. It does not show for any country the absolute 
surplus or deficit on the foreign balance in any period, 
nor does it in any other way provide indications of the 
existence of over-all equilibrium or disequilibrium 
at the beginning of the period.?® 


For western Europe as a whole a quite significant 
change occurred from the first to the second sub- 
period. While the expansionary impulse increased in 
strength, the relative importance of the three different 
components meeting it changed greatly. The rate of 
production growth declined and, since this was only 
partly compensated through a higher rate of imports, 


17 See Economic Survey of Europe in 1957, Chapter IV, pp. 5-6. 
18 These matters will be dealt with in Sections 3 and 4 below. 
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TABLE 7 


Country 

Austria 1953-55 
1956-57 

Belgium 1953-55 
1956-57 

Denmark 1953-55 
1956-57 

Finland 1953-55 
1956-57 

Васе ое 1953-55 
1956-57 

WesternGermany 1953-55 
1956-57 

С роб 1953-55 
1956-57 

Iceland 1953-55 
1956-57 

Treland 1953-55 
1956-57 

а те 1953-55 
1956-57 

Luxembourg .. 1953-55 
1956-57 

Netherlands. . . 1953-55 
1956-57 

Norway 1953-55 
1956-57 

ОЕ дорос 1095855 
1956-57 

Sweden 1953-55 
1956-57 

Turkey 1953-55 
1956-57 

United Kingdom 1953-55 
1956-57 

OEEC countries 1953-55 
combined 1956-57 


Sources : General Statistics, OEEC Statistical Bulletins, July 1958 and January 


Balancing of changes in total demand and supply 


Averages of annual changes as percentages of gross national product 


Gross Exports Total Е 
domestic of goods demand Production 
expenditure | and services (1+2) 
1 2 3 4 

9.8 4.0 13.8 8.0 
8.1 5.0 13.1 5.6 
3.6 2.0 5.5 3.8 
6.3 3.6 9.9 2.8 
5.4 2.2 7.6 2:7 
7.0 27 9.7 3.6 
5.9 0.8 6.7 5.9 
10.3 2.0 12.3 1.5 
4.6 ПД 5:7 4.1 
11.7 0.4 12.1 5.5 
9.4 3.3 1725) 9.0 
8.1 4.2 12.3 57 
22.1 4.9 27.0 8.9 
14.6 1.6 16.2 8.0 
1515 5.3 20.7 11.8 
6.4 0.7 А 1.4 
Shy 1.9 0.7 0.3 
7.8 ites) 9.3 6.4 
6.9 DES 9.4 4.9 
et —3.8 23 3.8 
9.8 4.5 14.3 6.9 
3.0 

6.3 1.7 8.0 2.9 
7.6 6.5 14.1 3.5 
4.0 1 5a 47 
5.9 1.0 6.9 45 
7.4 3 11.1 3.5 
13.6 —0.1 135 4.1 
3.8 

6.9 0.9 7.8 4.1 
6.1 1.6 ТЯ 1.9 
8.1 2.4 10.5 44 


Note.—The table is based on the following accounting identity: 


n n— 1 
[срез — вред — 1] + [Exp? — 
Column in table : 
h > . 
GNP, _ | Meaning gross national product of year п expressed in prices of the year n — | and so on 


; = il 
in percentage of GNP, =n ee 


1 


2 


Expn — 1] =[onp™ _ | — np 
2 4 


-—1 
n—1 


Imports 
of goods 
and services 


1959, and for Finland, national statistics. 


- 


Absorption 
through 
price 
increase 


ar [поро — Imp, a I = [Gnp? — GNP, we | 
5 


Each term of the above identity has been expressed 


d the ratios for the periods shown in the table have been obtained by averaging the ratios for individual years. 
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TABLE 8 


Unemployment 


Thousands average June-September 


Country 1952 1953 1954 1955 1956 1957 

ANCES HB Cheap ale opel maa 117 134 105 
Sore ТА 69 66 
О аи a 156 167 145 88 Tf 64 
Denmark Aba, УТНЕТЕ 1.28 56 33 25 31 38 39 
Levene ts | a ae 111 152 156 131 86 65 
Western Germanys... 2 ; 1 138 999 911 556 432 394 
LER Sea ey eae 1 743 1 849 1 821 1 794 1 795 1565 
ОУ р fut ea 86 61 42 28 20 52 
а oan, Ве ee 4 903 5 010 4 625 ТЭД 4 659 4 719 
Sweden ао re ET 113 119 115 115 122 129 
Switzerland SNe AST sa 1 634 1 823 1 627 771 606 595 
Waited Кое а 310 274 223 178 207 249 


Source : National statistics. 
а Number of unemployed persons. 


the rate of price increase more than doubled. Thus, 
a change from Mengenkonjunktur to Preiskonjunktur 
took place during 1955/56. It was in these two years 
that unemployment declined strongly to reach low 
levels in most countries (see Table 8). 


Also, the pattern of development varied greatly as 
between countries. In both the Netherlands and 
Switzerland the relative importance of supplies from 
abroad increased appreciably — by virtue of liberal 
import policies — as employment and capacity ceilings 
were approached, while price increases remained 
moderate. Even more favourable were developments 
in Italy, where a continued high elasticity of supply 
allowed the maintenance of price increases at a mode- 
rate rate in face of an undiminished expansionary 
impulse. In France, on the other hand, though 
production accelerated, total demand, and more 
specifically domestic demand, expanded even more 
strongly, leading to relatively large price increases and 
a drastic deterioration of the foreign balance.’® In 
Finland, the changes from the first to the second sub- 
period were of a somewhat similar nature. The 
domestic component dominated in the intensification 
of the expansionary impulse and, while the rise in 
production fell off, the role of the foreign balance 
and price increases became more important. 


19 Tn a case such as that of France it appears more appropriate 
to consider only the rise in domestic expenditure as the ex- 
pansionary impulse against which is set production growth, 
change in balance on goods and services, and price increase. 


Note.—Data refer to total registered unemployment except for Austria, 
France and Sweden, where they refer to the number of applicants for work. 


Developments in western Germany and the United 
Kingdom were drastically different as far as the rate 
of expansion over the whole period is concerned, but 
exhibited similarities in the changes from the first 
to the second sub-period. The expansionary impulse 
weakened moderately in both countries, this being 
connected with a slower growth only of domestic 
expenditure. The contribution of production growth 
became smaller in both countries and that of price 
increases larger. But whereas in western Germany 
the higher rate of price increase was the effect of the 
attainment and subsequent maintenance of something 
near full employment, in the United Kingdom the 
acceleration of price increases in 1956 was rather the 
delayed effect of the strong expansionary impulse 
of 1955, and the price increase slowed down consi- 
derably in 1957. 


In Denmark the changes in the relative importance 
of production growth, imports and price increases, 
have reflected mainly the changing economic policies 
pursued. Though in Austria the changes from the 
first to the second sub-period conformed fairly 
closely to the general pattern, the actual development 
is in large part explained by the strong initial impact 
of the devaluation in 1953. 


It may be noted that in the changes from the first 
to the second sub-period, a greater degree of uni- 
formity is to be found among the highly industrialized 
countries than among those less economically 
developed. 


3. THE BALANCE-OF-PAYMENTS EXPERIENCE OF SELECTED WESTERN EUROPEAN COUNTRIES 


In order to supplement the preceding general 
discussion and to provide a concrete basis for the 
analysis of the interaction between external and 
internal developments, a dozen western European 
countries have been selected for special analysis, in 
varying detail, of their recent balance-of-payments 
experience. 

The Netherlands and Switzerland exemplify small 
countries with relatively high living standards, a 
large foreign trade turnover and a generally strong 
external position. The current foreign balance of 
each deteriorated appreciably during the expansion 
of the fifties, but the impacts on their total balances 
of payments on current and capital account differed 
widely. 

Developments in Austria, Finland, France, and 
Greece are discussed next. Three of these countries 
have experienced inflations of more than average 
violence in the post-war period and all four have 
resorted, with widely differing degrees of success, to 
adjustment of their exchange rates in recent years. 


Developments in the United Kingdom and in 
western Germany are of crucial importance to western 
Europe. These two countries differ strikingly in both 
their rates of economic growth and their external 
positions. One important feature of the west German 
development has been the ample supply of labour 
and, partly in order to throw further light on the role 
of this factor, some attention is devoted to Italian 
experience also. 


The balance-of-payments experience of Denmark 
illustrates the possible conflict between the goals of 
domestic expansion and external balance. In spite 
of high real income levels, a precarious external 
balance has been maintained only at the cost of 
relatively high unemployment and slow economic 
growth. 

The economic structures of Belgium and Norway 
make them both highly sensitive to fluctuations in 
international economic activity. Their policies, how- 
ever, present a marked contrast. 


The Netherlands and Switzerland 


The Netherlands and Switzerland exhibit a rather 
unusual combination of attributes — having strong 
currencies and being small countries with a large 
foreign trade: in 1956 Swiss imports equalled almost 
30 per cent of gross national product and Dutch 
imports as much as 45 per cent. They both illustrate 
that a highly industrialized economy and a high 
savings ratio are factors favouring a strong balance- 
of-payments position. However, whereas in the 
Netherlands until 1954 government surpluses were 


important elements in total saving, the high savings 
ratio in Switzerland should be viewed mainly as the 
response of the private sector to the exceptionally 
slow rate of price inflation. This has made it possible 
for Swiss export prices, expressed in dollars, to rise 
over the last twenty years at only about the same rate 
as those of its principal competitors in spite of the 
maintenance of the Swiss franc at its pre-war parity. 


Price index numbers of gross national product 
at market prices in 1957 


1938 =100 1953=100 
Netherlands .. . 314 110 
Switzerland ... 181 103 
United Kingdom . 274 112 
United States .. 219 105 


Source : General Statistics, OEEC Statistical Bulletins, July 1958. 


The strengthening of the Swiss franc through the 
long-established slow rate of inflation is a self-rein- 
forcing process through both its internal and its 
external effects. Internally the expectation of long- 
term stability itself promotes stability, and even a 
weak tendency for the rise of nominal incomes 
to accelerate has, tended to call forth offsetting 
policy reactions. Externally it affects favourably the 
country’s competitiveness and strengthens the con- 
fidence crucial to the favourable direction of private 
capital movements. It is common experience that 
in times of economic contraction and failing con- 
fidence, the spread between good and bad risks 
widens and for this reason — together with some help 
from specific policy measures — the Swiss balance of 
payments has proved singularly immune to crises, and 
the relative position of the Swiss franc has generally 
improved in periods of growing disequilibrium in the 
international economy. An additional and obvious 
reason for the superior strength of the Swiss franc 
compared with that of the guilder is Switzerland’s 
immunity from economic losses during the last two 
world wars, whereas the heavy losses suffered by the 
Netherlands during the last war were only partially 
compensated by the subsequent large assistance 
received from abroad. 


In both countries the recent boom led ta a deteriora- 
tion of the balance of goods and services, equivalent 
to almost 5 per cent of GNP. But while in both 
countries the deterioration resulted from domestic 
expansion, public policies played very different roles; 
and whereas the Netherlands experienced a sharp 
decline in reserves, Swiss reserves continued to rise. 


In the Netherlands, where until 1951 income was 
absorbed through sizeable balance-of-payments de- 
ficits, large central government surpluses further 


restrained total demand from 1948 to 1954. These 
surpluses reached their maximum in 1952, certainly 
contributing to the decline in activity in that year. 
Thereafter the budget surplus was reduced, and in 1955 
changed to a deficit. Wages, which were relatively 
stable in the preceding years, had already risen by 
some 10 per cent in 1954. In 1956, following govern- 
ment confirmation of an agreement between employers 
and workers, a new rise of 10 per cent occurred 
(including the rise in social charges and a поп- 
recurring 3 per cent payment); and both total real 
wages and the share of wages in national income also 
rose strongly from 1955 to 1956. These changes, 
combined with an expansion of residential construc- 
tion, a rapid rise in exports in consequence of the 
international economic upturn, and — not least im- 
portant—a general relaxation of the economic 
climate after long years of austerity, caused a rapid 
increase in total demand, and particularly in invest- 
ment, while savings declined. The effect on prices 
was quite moderate, but the annual rate of growth of 
imports leaped up from 10 per cent during 1954-1955 
to 16.5 per cent during 1955-1956, while that of exports 
fell from 14 per cent to 6 per cent. In the first half 
of 1956 gold and foreign exchange reserves began to 
fall and domestic interest rates rose. The decline in 
reserves was reversed only after an exchange crisis in 
the third quarter of 1957, although a number of 
measures had been taken earlier in that year which 
—iogether with developments abroad — gradually 
led to a moderate domestic recession. 


In Switzerland, developments were different. The 
federal budget position changed from a substantial 
deficit in 1952 to a surplus which reached its maximum 
in 1956, so as to stabilize rather than de-stabilize 
activity. None the less, rising exports, and from 1954 
residential and other building activity — rising partly 
in response to high liquidity and low interest rates — 
raised demand and output all round. 


Federal budget balance and foreign balance of goods 
and services 


Millions of Swiss francs 


Balance of goods 
and services 
plus federal budget 
deficit (or minus 
surplus) 


Foreign balance 
of goods 
and services 


Federal budget 
balance 


Ор. —181 673 854 
LOSS) —44 1 440 1 484 
БА поме 230 1063 833 
О SoMe sc HN) 662 447 
По ee: 423 IDS —298 
Е: 182 —195 —377 


Source ; National statistics. 


Unemployment declined to a minimum in 1956, but 
demand pressures were moderated by rising imports 
— from 1954 to 1956 equal to more than haif of the 
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rise in GNP — and by an accelerated immigration of 
foreign workers. 


As already mentioned, the deterioration of the 
foreign balance was of the same order of magnitude, 
in relation to GNP, as in the Netherlands, and was 
almost twice as large in relation to foreign trade 
turnover. In spite of this, gold and foreign exchange 
reserves did not decline, because Switzerland — 
normally a large-scale net lender — was able to cut 
down capital exports. The automatic tightening of the 
capital market during the boom was intensified in the 
spring of 1955 by a gentleman’s agreement between 
the National Bank and more than 80 commercial 
banks under which these undertook to deposit certain 
minimum cash holdings with the National Bank. In 
the summer of the next year, the National Bank re- 
commended to the banks to abstain from submitting 
applications for capital exports. Whereas net domestic 
issues on the capital market rose from practically nil 
in 1954 to more than one billion Swiss francs in 1957, 
gross foreign issues dwindled from more than Fr. 400 
million in 1955 to nothing in 1957; over the same 
period, there was a large movement in Switzerland’s 
favour of unrecorded transactions,”° to a considerable 
extent undoubtedly reflecting increasing distrust of 
other currencies. The policy measures taken, and their 
particular form, were motivated not only by fears of 
danger to the, in fact, comfortable foreign exchange 
position, but also by the desire to limit the rise in 
domestic long-term interest rates and its impact on 
the level of rents and other domestic prices and costs. 


Since in Switzerland the deterioration of the current 
foreign balance was compensated by developments on 
capital account it did not affect domestic liquidity on 
the same scale as in the Netherlands. It is one of the 
traditional, and so-called automatic, mechanisms for 
balance-of-payments adjustment that a decline in 
gold and foreign exchange reserves will be matched 
by the absorption of domestic means of payment by 
the central bank inaugurating a process of declining 
activity —and conceivably, but not probably, 
falling prices. However, not only may the whole 
process be fundamentally irrational — if labour and 
other productive resources are idle on a large scale 7 — 
but the magnitude of the liquidity effect may be entirely 
out of proportion to the adjustment required. In 
countries like the two here considered, the flows of 
transactions with foreign countries are so large in 
relation to the domestic economy that an unmodified 
propagation of a change in reserves to the domestic 
liquidity position might play havoc with the internal 


20 This inflow of short-term funds was so large as to call forth 
official counteraction. In the gentleman’s agreement mentioned 
above, the commercial banks undertook to exercise restraint in 
accepting, and in paying interest on, foreign deposits. 

21 This was not, however, the case in the Netherlands and 
Switzerland in the period discussed above. 
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economy. Thus, in 1956 in the Netherlands, the domestic 
money supply was reduced by almost FI. 900 million 
through net sales of foreign exchange, and the private 
sector was spared too severe an impact only by 
additions to the means of domestic payment through 
government drawings on the central bank. 


Austria and France 


Austria and Greece devalued their currencies in 
1953, Finland and France theirs in the autumn 
of 1957, and the French franc was devalued again at 
the end of 1958. 

In Austria the unitary rate of 26 schillings to the 
United States dollar introduced on 4 May 1953 had 
before that date been applied to non-trade transactions 
and to an increasing part of visible trade, while for 
the remainder of visible trade a rate of 21.36 schillings 
to the dollar applied. The average rise in effective 
exchange rates was therefore appreciably less than 
20 per cent. Converted into dollars at current ex- 
change rates, the rise since pre-war in Austrian wages 
was by 1952 certainly not excessive compared with 
that in other western European countries. However, 
a unification of rates at a lower level would have 
created difficulties for some export industries. Further- 
more, it should be remembered that in 1953 the big 
expansion of west German imports was still to come 
and there was at that time a general, if slight, recession 
in western Europe. In any case, it appears probable 
that the improvement in the foreign balance during 
recent years has been the consequence not so much 
of the moderate 1953 exchange rate adjustment as of 
the stabilization policies adopted before the devalua- 
tion and of the subsequent economic expansion in 
western Europe generally, and western Germany in 
particular. It is presumably more than mere coinci- 
dence that since 1953 the rates of increase of Austrian 
exports and foreign exchange reserves have approxi- 
mately equalled those of western Germany and that, 
over the last 20 years, the increases in west German 
and Austrian wages — adjusted for exchange rate 
changes — have been about equal and appreciably 
smaller than in other western European countries. 


Hourly earnings in manufacturing in 1957, 
in dollars at current exchange rates 


Index numbers, 1937 = 100 


А а 175 
нала ое с eee 380 
О а Ре а 300 
Western Germany? ..... 160 
И ЕО бобов ах 215 
United Kingdom. 5... . . 240 


WnitediStatesw sss en ieee 335 


Source ; International Financial Statistics, International Monetary Fund. 
а 1938 =100. 
6 Applying the exchange rate established in September 1957. The correspond- 


ing index for end-1958 was 280, applying the exchange rate established by the 
devaluation at the end of 1958. 


The September 1957 exchange rate adjustment in 
France, like that in Austria in 1953, largely codified 
and simplified pre-existing conditions — in this case 
by replacing special import taxes and export subsidies. 
But otherwise circumstances were very different. 
Whereas the Austrian adjustment was effectively 
preceded by contractionary policies, releasing resources 
required for an improvement in the foreign balance, 
the adjustment in the French rate took place at a time 
when demand pressures were still considerable. 
Consequently, the effective devaluation — less than 
10 per cent rather than 20 per cent — was nullified 
in a few months’ time through increases in nominal 
wages. Thus, whereas — taking exchange rate changes 
into account — the increase from before the war to 
1957 in Austrian wages was clearly below the western 
European average, the corresponding rise in French 
wages was equally clearly above. However, over such 
long periods of time relative wage changes in different 
countries are for many reasons a poor basis on which 
to judge the appropriateness of exchange rates. 

The two periods of French expansion in the 
fifties — before and after the 1952 contraction — 
coincided with international booms. Whereas during 
the first period of expansion the price index of gross 
national product rose by almost 50 per cent, the 
price level was almost stable from the beginning of 
the second expansion until 1956. Though this differ- 
ence was undoubtedly in large part due to the Korean 
commodity boom, conditions of domestic supply 
were also important. The rate of increase in national 
expenditure (at current prices) was about twice as 
high during 1950-1951 as after 1953, but there was far 
from a corresponding difference between the rates 
of growth of total output. Part of the explanation 
may be that whereas in the earlier years long-term 
investment in construction was high as compared 
with investment in machinery and equipment, the 
relative magnitudes shifted in opposite directions after 
1953, thus promoting a rapid rise in industrial pro- 
ductivity and output after 1954. But it was more 
important that agricultural production was generally 
much lower in the earlier than in the later period and, 
in particular, that domestic supplies of wheat, meat 
and wine declined from 1950 to 1951. 

Changing developments within the second period 
of expansion also give a strong impression of the 
crucial role of agriculture in the French economy. 
For three or four years starting in 1952 agricultural 
output expanded. Both wholesale and retail food 
prices were stabilized and the foreign balance improved. 
From 1953 to 1954-1955 the trade balance improved 
by $225 million and the balance of trade in food alone 22 
by $252 million. In 1956 domestic supplies of wine, 
and even more of wheat, fell drastically and meat 


22 SITC section О. 
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production declined later. In spite of larger imports, 
food prices rose and the annual balance of trade in 
food deteriorated by $236 million from 1954-1955 
to 1956-1957. The rise in the cost of food was certainly 
an important factor in the acceleration of wage 
inflation in 1956 and 1957, which again contributed to 
the deterioration of the external balance. The other 
main domestic factor explaining this deterioration 
was the course of public expenditure. Government 
purchases of goods and services declined from 1953 
to 1954, remained stable in 1955, and then rose by 
20 per cent in 1956 and 10 per cent in 1957. A consider- 
able part of the additional government demand 
competed with export demand — or added to import 
demand — for manufactures, for which the annual 
balance of trade worsened by $232 million from 
1954-1955 to 1956-1957.23 In fact, the 1950s exhibit 
a rather close inverse relationship between the year- 
to-year changes in government expenditures and in 
exports (both at constant prices). 


The rapid expansion after 1953 in most categories 
of national expenditure led to a decline in unemploy- 
ment to minimal levels in 1957 and to excess demand 
on the labour market. Though output continued to 
grow and the external deficit rose, rising prices 
played an increasing role in meeting the accelerating 
growth of total money expenditure. With less liberal 
import policies than in the Netherlands and Switzer- 
land,™% rising imports could not make up for the 
insufficient expansion of domestic supply to the same 
extent as in these two countries, and French foreign 
exchange resources could not, in fact, have permitted 
an expansion of imports sufficient to absorb an 
otherwise virtually unrestrained domestic excess 
demand. 

Under these conditions the minor exchange rate 
adjustment of September 1957 was doomed to failure, 
while the major step taken — the de-liberalization of 
imports in June 1957 — like the de-liberalization of 
February 1952 dealt with the immediate emergency 
at the cost of an aggravation of the long-run problem. 
As the so-called Nathan Report*** of March 1954 
on disparities between French and foreign prices 
had established, prices in France—as could be 
expected — were relatively highest in industries pro- 


28 (SITC sections 6 and 7.) In addition, the balances of trade 
in raw materials and fuels deteriorated — partly owing to the Suez 
crisis — by $242 million and $369 million, respectively. Food 
accounted for more than 20 per cent of the deterioration of the 
total balance of trade. 

2 The liberalization percentages in 1956 — 82 in France, 
96 in the Netherlands, and 93 in Switzerland — do not, of course, 
provide an adequate impression of the differences in import 
policies. Also it is of importance that the share of imports in 
total supplies is much smaller in France than in the other two 
countries. 

24@ Commission créée par arrété du 6 janvier 1954 pour l’étude 
des disparités entre les prix frangais et étrangers, Rapport 
Général, Paris, 1954. 


tected by quantitative restrictions. Though some 
liberalization subsequently took place, it was partly 
compensated through special import taxes, and large 
parts of manufacturing industry, not to speak of 
agriculture, remained protected. This should be kept 
in mind in evaluating the favourable balance-of- 
payments position of 1954 and 1955 when, further- 
more, there was still a considerable amount of slack 
in the French economy. 


The devaluation of the French franc undertaken at 
the end of December 1958 was a very different affair 
from that in September of the preceding year. The 
nearly 15 per cent devaluation caused an effective rise 
in the price of foreign exchange which was appreciably 
larger than in September 1957. More important, the 
end-1958 devaluation was accompanied by a renewed 
extensive liberalization of imports and relaxation of 
exchange restrictions and was preceded by a period 
of increasing slack in the domestic economy, which 
meant that the balance between demand and supply 
had shifted so as to make resources available for an 
improvement of the foreign balance. The devaluation 
was further supported by the discontinuation of a 
number of subsidies on consumers’ goods and by 
other measures involving a tightening of fiscal policies. 
Whereas the adjustment of exchange rates and the 
removal of subsidies, etc., operated to raise prices 
and improve the foreign balance, the liberalization 
of imports worked in the opposite direction. This 
does not, of course, reveal any internal contradiction 
in the complex of measures introduced. The adoption 
of liberal trade policies should be viewed rather as 
an essential precondition for a continuing rise in 
productivity through the development of the structure 
of the French economy. 


Apart from the possibility that the devaluation may 
be nullified in its effects on the competitiveness of 
French industry by a rise in money wages, the principal 
risk of failure of the policies now adopted relates to 
the need for large investments to transform the 
French production structure. Potentially the French 
economy is very rich, and the scope for continued 
expansion is large in that further transfers of labour 
from agriculture to industry could promote a rise in 
agricultural productivity and the simultaneous growth 
of industry. In addition, the liberalization of imports, 
and integration with the other economies of the 
European Economic Community, will require adjust- 
ments in the existing structure of industry. This will, 
however, put large demands upon French savings, 
and to these demands are added fhose of investment 
in North Africa. Furthermore the expansion of 
industry in total must be the leading factor in the 
structural adjustment if the economy as a whole is to 
expand and unemployment is to be avoided in the 
sectors likely to contract under the impact of trade 


-— 


20 — Chapter Ш 


liberalization. Though it is still too early to tell 
whether the relative contributions of exchange rate 
adjustment and fiscal policies to the strengthening of 
the foreign balance have been so chosen as to promote 
a high rate of total economic growth, it is, on the 
other hand, clear that the well-chosen timing and 
general character of the measures taken hold out 
promise of the removal of one of the major imbalances 
in the economy of western Europe. 


Greece and Finland 


In contrast to the Austrian and French devaluations 
of 1953 and September 1957, those in Greece in 
April 1953 and in Finland in September 1957 brought 
substantial increases in the effective prices of foreign 
exchange. Further, in both countries, which had 
experienced severe inflations, devaluation was prepared 
for by strongly contractionary policies and could 
therefore be accompanied by extensive relaxation of 
import restrictions. 

In the Greek case it is impossible to tell in what 
proportions the immediate considerable improvement 
of the balance of payments was due to the exchange 
rate adjustment, the restrictive monetary policies, and 
the exceptionally favourable harvest of 1953. Rising 
levels of wages and other money incomes 28 quickly 
offset part of the devaluation; but in spite of this 
and of a steady expansion of economic activity 
and sweeping liberalization of imports, the balance 
of goods and services up to the end of 1957 remained 
more favourable than before the devaluation.’ 

The economic expansion in western Europe from 
1953 onwards affected Finnish exports and terms of 
trade favourably and provided some support for 
the implementation of stabilization policies previously 
agreed upon. However, from 1954 to 1955 the 
government budget changed considerably from a 
surplus to a deficit. Early in 1956 farmers’ organiza- 
tions forced through increases in food prices, and 
higher rents added to the consequent rise in the cost 
of living, which was followed by wage increases. 
Subsequently, a law on the stabilization of farmers’ 
incomes tied these to the general wage level, which 
in turn was tied to the price level. 

A decline in reserves started in 1955 and continued 
until the summer of 1957. Steps had been taken 


25 However, at the Greek devaluation special import taxes and 
export subsidies were abolished, so that for merchandise trade 
the effective rise in foreign exchange rates was much less than 
100 per cent. In Finland, where the increase in the official dollar 
rate was 39 per cent, advance deposits for imports and the special 
tourist rate were abolished and temporary export levies, of 
originally from 3 to 21 per cent, were introduced. 

*° The price index of gross national product rose by about 
30 per cent from 1952 to 1954. 

27 Gold and foreign exchange holdings kept at high levels with 
little change up to 1956; but in 1957, when foreign assistance 
was reduced, they fell appreciably, 


already in 1955 to stem the credit expansion,** and 
in the first half of 1956 credit restriction was intensified. 
It was only towards the end of that year, however, 
that the impact on industrial production and employ- 
ment became noticeable; but in the second quarter of 
1957 industrial activity began a steep decline. The 
contractionary policies, together with intensified 
import restrictions, succeeded in halting the fall in 
reserves before the September devaluation; and after 
that event reserves rose rapidly and regained their 
end-1955 level by mid-1958. 


Simultaneously with the devaluation, imports 
from western Europe and other areas were liberalized 
to a considerable extent 2° and, with increased competi- 
tion from abroad and continued restrictive monetary 
policies, prices and wages have changed little since 
the devaluation. Thus, in so far as concerns the 
effects on the balance of payments and on domestic 
price inflation, the policies pursued have been a 
success. However, more than a year after the de- 
valuation levels of production and employment still 
stagnated, and in some industries receded — a situa- 
tion to which the weakening of export markets con- 
tributed. 


In view of the improvement in Finland’s terms of 
trade since before the war, and the changes in the 
industrial structure, it is hardly possible to draw any 
firm conclusions, regarding the possibilities of recon- 
ciling external and internal balance at present levels 
of competitiveness, from the relatively iarge rise over 
the same period in Finnish wages. At the same 
time it should be realized that the recent changes in 
economic policies will call for large-scale new invest- 
ments to adjust the production structure further. 


The United Kingdom 


In spite of greatly worsened terms of trade since 
before the war and large-scale losses of investment 
income, the United Kingdom has had a surplus on 
its foreign balance of goods and services almost 
continuously since 1948. In the post-devaluation 


*8 An agreement in early 1955 between the Bank of Finland 
and the commercial banks introduced a regime of special 
deposits with the central bank. By the middle of the same year 
a system of 10 per cent advance deposits for licensed imports 
went into operation. Other measures adopted in 1955 were 
special deposits with the Bank of Finland out of the export 
earnings of the forestry industry, payments by all firms out of 
their profits into a Treasury investment fund, and the setting up 
of a system of index-tied deposits. 


ac Imports from twelve western European countries and 
Argentina, with which Finland has agreements on multilateral 
payments, were liberalized to the extent of 75 per cent (later 
extended to 82 per cent) on the basis of imports in 1954. A 
special free list, covering 37 per cent of imports, applies to 
partners in bilateral payments agreements and another list to 
certain countries of the overseas sterling area. Imports from the 
dollar area were liberalized, to the extent of 41 per cent, through 
automatic licensing. 


esate = Peep 


period only 1951 and 1955 were years of deficit. 
A serious balance-of-payments crisis occurred in 
both these years and in 1957 (also to a lesser degree 


in 1956), when the surplus on account of goods and 
services was quite large. 


Even though the factors precipitating the various 
crises have on each occasion been in some sense 
“special”, the frequency of crises may, nevertheless, 
be taken to reflect a generally vulnerable balance- 
of-payments position. However, it has been the 
1955 crisis and subsequent developments which have 
particularly caused concern with the problem of 
combining external balance with continued domestic 
economic growth. 


After the crisis of 1951 the foreign balance improved 
in 1952 as the combined result of intensified import 
restrictions, contractionary credit and fiscal policies 
(unemployment, at only 2 per cent, reached its highest 
level since 1947), and improved terms of trade. 
During 1953 the terms of trade improved further as 
import prices declined and, in the absence of any 
strong demand pressure on the labour market, 
domestic costs rose only moderately. The sterling 
area as a whole achieved а _balance-of-payments 
surplus, and the United Kingdom almost established 
balance with the dollar area. As conditions eased, 
restrictions were relaxed on imports, including imports 
from the dollar area, in 1953 and again in 1954. 
At home a number of direct controls were relaxed 
or abolished in 1953 and 1954, and the incentive 
budget of 1954 introduced the investment allowance. 
Industrial production, which had risen by 6 per cent 
in 1953, rose by a further 8 per cent in the following 
year. In the second half of 1954 both volumes and 
prices of imports rose and, in addition, some of the 
independent members of the overseas sterling area 
incurred substantial deficits with non-sterling countries. 
Consequently, gold and dollar reserves declined more 
than seasonally, and the continued domestic expansion 
led to a significant pressure on both domestic resources 
and the foreign balance. 


Bank rate was raised twice in early 1955 and hire- 
purchase restrictions were re-introduced. At the 
same time the decision, in February, to give official 
support to the transferable rate in foreign exchange 
markets was a major step towards the ultimate 
objective of convertibility. However, it intensified the 
later crisis not only, and quite possibly not mainly, 
through the mere cost of supporting the rate, but also 
by creating expectations of an early move to formal 
convertibility and the introduction of a fluctuating 
sterling/dollar rate. As margins of idle labour and 
spare capacity narrowed, the elasticity of domestic 
supply decreased, and towards the end of the year the 
growth of output slowed down whereas imports 


increased rapidly. 


The ensuing exchange crisis was counteracted 
through a credit squeeze and other restrictive domestic 
policies. An autumn budget raised taxes and reduced 
housing subsidies. This line was continued in the 
regular 1956 budget, which reduced food subsidies 
and abolished the investment allowance. In addition, 
bank rate was again raised and hire purchase regula- 
tions tightened. 

The expansionary impulses of 1955 spilled over into 
1956. Wage rates rose substantially in the first half 
of 1956 and industrial investment was larger than 
in the year before. However, both stock accumula- 
tion and private consumption responded fairly 
promptly to the restrictive policies; but, at the same 
time, the Suez crisis added to the external difficulties 
by inducing a flight of short-term capital. 

From 1955 industrial production stagnated, with 
only quite minor fluctuations. Wage rates continued 
to rise, though less sharply after 1956, and develop- 
ments in the markets for fixed-interest securities and 
for shares reflected the expectations of continued 
cost inflation. However, the crisis of early autumn 
1957 was initiated by the strength of the Deutsche 
Mark rather than by the weakness of sterling. The 
subsequent intensification of credit restrictions and 
other similar measures did presumably weaken 
significantly the inflationary expectations at home 
and abroad; and they had some impact — psycholo- 
gically rather than through any change in the balance 
between demand and supply — on wage settlements. 
On the other hand, the influence on domestic activity 
would not appear to have been large, and was sub- 
sequently overtaken by the influence of general 
recessionary conditions in western Europe. 


The Global Payments Balance of the United Kingdom, 
1953 to 1958. — It would appear from the above that 
the effect of the 1955 expansion on the balance of 
payments is crucial to the problem of the impact — 
past and future —of domestic expansion on the 
external accounts of the United Kingdom. 

Though domestic activity rose pronouncedly from 
1953-1954 to 1955, while afterwards output did not 
decline but merely stagnated, the improvement of the 
current balance after 1955 exceeded by about £100 
million the deterioration from 1953-1954 to 1955 
(see Table 9). Thus, the events of 1955 might appear 
to have interrupted temporarily a longer-run trend 
towards an improvement in the foreign balance. 

The course of economic expansion during 1953 to 
1955 in the United Kingdom was not generally more 
violent than, or otherwise out of step with, that in 
the rest of western Europe or in the United States. 
But conditions in the United Kingdom left a narrower 
margin for expansion than in most other countries. 
Already in 1952, as throughout the post-war period, 
unemployment was quite low, and a higher degree 
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TABLE 9 
United Kingdom balance of payments 


Annual averages in millions of pounds 
ee ВЕНЫ К еее 


1953-1954 1955 1956-1957 

Imports:f.o.bi.c жених | 2947  —8:432 №3518 
ROIS WO, с ооо +2746 43076 +3464 
Thee О 5 а обо —201 —356 —54 
Shipping а ББ seen +141 +123 +108 
Interest profits dividends, net . +75 +77 +112 
er TAVel EnlCt aah о ВЕ —3 —14 —13 
Private donations, net .. . —6 —18 —26 
Government, net, excluding 

defence aid) ое —166 — 182 —179 
Other’net espace lee eee +292 +251 +292 
Current balance 

Excluding defence aid +132 —119 +240 

Including defence aid +208 —73 +264 
Long-term capital, net 

СООО а пи чоос —26 —53 +11 

OCH eRe pl et cree Ea ae —130 —235 
Change in sterling liabilities . +160 —134 —65 
Gold and dollar reserves . . —163 +229 —27 


Other capital movements and 
balancing item 


= Sel 52 


Sources: United Ктзаст Balance of Payments (Cmnd 540 and 122), 
H.M.S.O., London. 


@ Including other long-term capital, net. 


of employment could thus contribute little to the 
growth of output. This added to the effect of more 
fundamental structural factors, such as the stability 
in subsequent years of the population in the active 
age groups and the exceptionally small share of the 
active population occupied in agriculture. Little scope 
was Jeft for an expansion of the industrial labour 
force through migration from agriculture: rather 
the trend was for labour to move from manufacturing 
into the services sector. Furthermore, the ratio of 
gross savings to national product during most of the 
post-war period has been lower in the United Kingdom 
than in other countries of a similar economic structure 
and development, resulting in correspondingly lower 
levels of industrial investment, which have also 
contributed to the inelasticity of output. With 
supplies relatively inelastic and domestic demand 
consistently high for both labour and commodities, 
cost levels have tended to rise at a fairly rapid rate 

ympared with those in other industrial countries. 


Despite the relative inelasticity of domestic supply, 
the deterioration of the foreign balance which oc- 
curred in 1955 was not particularly large compared 
with developments elsewhere. The change from 1954 
to 1955 was equivalent t 


less than 2 per cent of gross 


national product and, as has been mentioned above, 
much larger reversals were suffered by both the 
Netherlands and Switzerland during this period. 


However, the fundamental weakness of the economic 
position of the United Kingdom has been the combina- 
tion of a low elasticity of domestic supply with a 
relatively weak external liquidity position. Gross 
reserves were low in 1954 in relation both to the value 
of international transactions impinging upon them and 
to the short-term liabilities of the United Kingdom.*° 


The very narrowness of the international margin 
makes it shrink further exactly when it is needed 
most. It was mentioned above that Switzerland was 
able to safeguard its already comfortable foreign 
exchange position from the effects of a deteriorating 
current foreign balance by reducing its capital exports, 
and that it also benefited from an inflow of short-term 
funds during periods of international currency crisis. 
In the United Kingdom developments have sometimes 
been just the opposite, when the effect of a weaker 
United Kingdom current account has been intensified 
by drawings on their sterling holdings by the rest of 
the sterling area, due to those countries’ weakening 
positions, and by a flight of short-term capital due to 
failing confidence. Indeed, in a majority of cases, 
developments on capital account have been not only 
aggravating but precipitating factors in the post-war 
payments crises of the pound. 

As has already been mentioned, the improvement 
of the foreign balance after 1955 was considerably 
larger than the preceding deterioration; and there is 
little in the course of total domestic activity to explain 
this. Total output was larger in 1956-1957 than in 
1953-1954 and unemployment was on balance lower 
in the later than in the earlier period. Special factors 
which have exerted an unfavourable effect on the 
foreign balance were prominent in 1956-1957 rather 
than in 1953-1954. It is true, however, that the terms 
of trade were some 2 to 3 per cent more favourable 
to the United Kingdom in 1956-1957 than in 1953-1954. 

The total of the external surplus and stock accumula- 
tion has fluctuated much less than either item alone. 
During the period 1951-1955 the annual value of the 
total fluctuated between £200 million and £300 
million. But in 1956 it jumped to more than £500 
million and in 1957 to £700 million. This rise was 
closely connected with an increase in the gross savings 
ratio from 18.1 per cent of GNP in 1953-1955 to 
20.5 per cent in 1956-1957, mainly accounted for by 
a rise in personal saving. Such a rise acts in the short 
run similarly to an increase in total resources, by 
releasing resources from the satisfaction of consumer 
demand and making them available for domestic 
investment and for improvement of the foreign 


** At the end of 1954, gross reserves amounted to no more 
than 6 per cent of GNP. 
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TABLE 10 
Changes in United Kingdom gold and dollar reserves 


Annual averages in millions of pounds sterling 


1953-1954 1955 1956-1957 1957/1958 а 
I. United Kingdom transactions with dollar area 
Current balance 
и Е И. —36 — — — 
ong tenn capital osu, ОИ ЦИ. +5 aft ie в. 
Change in sterling liabilities ........«. +32 —39 —12 —6 
otal: ae —205 —21 +118 
Il. Transfers in respect of transactions with : 
Rest of Sterling area 
Net 2014 sales in the United Kingdom ... +108 +176 +222 +249 
Other epee Ae ee broken: +58 +35 +38 +67 
otal seu +166 +211 260 1 
Non-dollar, non-sterling countries : rs rh 
Other western hemisphere ......... +15 _9 +10 +25 
OBE GSCOUntEICS She tam tea? Cuetec ы —26 —207 —294 —192 
т о РО . +28 —15 —25 —20 
Noa. 2 +17 —231 —309 —187 
International Monetary Fund and other inter- 
RTO! OPYHUNAIOU! 0 5 0 6 6 & Geo oe —20 —4 +98 +2 
Change in reserves . . +164 —229 +28 +249 


Sources; As for Table 9. 


balance; and though it is unfortunate — but not 
entirely coincidental — that the change has come at 
a time when international demand is slackening, over 
the longer term both the domestic and the international 
margin for expansion will widen as domestic capital 
formation grows and the external liquidity position 
is improved. 

During the period discussed above —from the 
end of 1952 to mid-1958 — the total surplus on the 
current external balance has amounted to some 
£1,200 million. Rather less than one-third of this 
has corresponded to the improvement of the reserve 
position (rise in gold and dollar reserves minus rise in 
sterling liabilities 31) from the very low level at the 
beginning of the period, whereas the export of private 
capital, almost entirely to the overseas sterling area, 
would appear to have amounted to some £800-900 
million. Obviously, these capital exports may be 
claimed to be among the causes of the United King- 
dom’s balance-of-payments difficulties in the hypo- 
thetical sense that a smaller flow of capital exports, 
with nothing else changed except the development 


$1 During the period the deterioration of the net IMF-position 
about equalled the improvement of the net position in the 
European Payments Union. 


@ Twelve months from 1 July to 30 June. 


5 Including errors and omissions. 


of reserves, would have strengthened the external 
balance. But it is not difficult to suggest a case even 
for an increase in capital exports. The essentially 
free movement of capital from the United Kingdom 
to the rest of the sterling area is one of the key features 
of the sterling area system, and the question of the 
maintenance of that system is as much political as 
economic. With an increased flow of domestic 
savings the conflict between domestic and foreign 
investment will, however, tend to become less sharp, 
which is another way of saying that the balance-of- 
payments position should tend to improve. 


The United Kingdom’s Dollar Balance and Sterling 
Convertibility. — Table 10 provides a picture of the 
principal elements in the changes in the United 
Kingdom’s gold and dollar holdings from the end of 
1952 to mid-1958. The shift from an average annual 
increase of more than £150 million in 1953-1954 to a 
loss of well above £200 million in 1955 was mainly 
accounted for by a deterioration in the United King- 
dom’s current balance with the dollar area of about 
£150 million and by a £180 million rise in dollar pay- 
ments to OEEC countries. To a moderate extent 
increasing gold sales by the rest of the sterling area 
to the United Kingdom counteracted the unfavourable 
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changes. The subsequent rise in gold and dollar 
reserves from the end of 1955 to the end of 1958 was 
only barely equal to the total of the drawings on the 
International Monetary Fund and on the credit from 
the Export-Import Bank, and the temporary savings 
from use of the waiver clause in the North American 
loan agreements. 

The reassuring feature of developments since 1955 
is therefore not the actual rise in reserves, which has 
been matched by increased borrowing, but rather the 
fact that towards the end of the period a large improve- 
ment in the recurring items of the dollar balance had 
taken place. This development partly depended on 
the slowing down of domestic activity, and there were 
also certain other disquieting features. Whereas the 
deterioration in the global balance on current account 
from 1953-1954 to 1955 was accounted for mainly 
by the OEEC and dollar areas, the subsequent im- 
provement was largely confined to transactions with 
the dollar and sterling areas, current transactions with 
the OEEC countries resulting obstinately in a deficit. 
The large rise from 1955 in the loss of dollars through 
transactions with EPU member countries was not, 
however, mainly due to the movements of the current 
balance with these countries but seems rather to have 
been due to the various relaxations of exchange regula- 
tions and, in particular, to the support of the trans- 
ferable rate. 

The other striking feature brought out by the table 
is the importance of gold sales in the United Kingdom 
by the rest of the sterling area, mainly the Union of 
South Africa. During the period from the end of 1952 
to mid-1958 these sales amounted to more than twice 
the rise in gold and dollar reserves and were by some 
£350 million larger than the United Kingdom’s surplus 
with the rest of the sterling area on current and long- 
term capital transactions. In meeting the cost of 
convertibility, the arrangements between the United 
Kingdom and the Union of South Africa concerning 
gold sales in London might appear to play a crucial 
role, and might be considered a frail base on which 
to have proceeded from de facto to de jure converti- 
bility of sterling. For instance, South African gold 
sales in 1956 were almost twice the amount required 
for settlement of the Union’s deficit with the United 
Kingdom and other sterling countries. However, since 
the Union’s deficit with the sterling area (including 
the United Kingdom) on transactions other than gold 
sales is smaller than its global deficit on such transac- 
tions, the settlement in gold of the former deficit could 
hardly be detrimental to the Union’s interests.22 Оп 


3? It would be otherwise if the Union had a global deficit on 
non-gold transactions of, say £200 million, composed of a 
deficit with the sterling area of £300 million and with the dollar 
area of £100 million and a surplus in soft currencies of £200 mil- 
lion, In such a case it might be considered to the Union’s 
advantage to settle two-thirds of the deficit with the sterling 
area through transfer of soft currencies. 


the other hand, the gain for the United Kingdom 
from the arrangements can hardly be large since close 
to nine-tenths of the Union’s imports originate in the 
sterling, dollar or EPU areas. 

The approach to the convertibility problem in the 
post-war period has been somewhat different in the 
United Kingdom and on the Continent, more parti- 
cularly in Belgium, western Germany, the Netherlands 
and Switzerland. In these countries the point of view 
has generally been that convertibility for residents 
— that is, mainly, the absence of restrictions on dollar 
imports — should precede convertibility for non- 
residents, whereas the British approach has been the 
opposite; and when at the end of 1958 non-resident 
convertibility was introduced, the liberalization of 
imports from North America had, in fact, proceeded 
appreciably further in the continental countries men- 
tioned than in the United Kingdom. 

This difference in approach is, of course, to be 
explained by the extensive international use of sterling. 
In the United Kingdom the decisive step towards 
convertibility was taken with the decision in February 
1955 to support the transferable гайе — an action 
which was motivated in large part by the administra- 
tive difficulties of preventing illegal and quasi-legal 
switch transactions when the rate for transferable 
sterling in foreign markets fell low enough to make 
“ commodity shunting ” profitable.** The introduction 
of convertibility by the United Kingdom could have 
been judged to be premature if the currencies of a 
major part of its trading partners had remained weak, 
and if such countries had intensified restrictions on 
imports from the United Kingdom in consequence of 
sterling convertibility. In fact, the greater part of 
western Europe has joined the United Kingdom in 
introducing convertibility. Any loss to the United 
Kingdom from having to some extent given non- 
resident convertibility priority over resident conver- 
tibility depends upon the extent of the distortion of the 
import structure of the United Kingdom in con- 
sequence of the remaining quantitative restrictions 
and, in particular, on the degree to which these are 
discriminatory. With all major currencies convertible, 
the United Kingdom, like other countries, will have 
an interest in removing the remaining discrimination 
from its restrictions. 


Western Germany 


The principal factors responsible for the high rate 
of growth of the west German economy during the 
fifties stand out clearly. War-time destruction and 


33 It may, of course, be questioned in this connexion whether 
other countries lived up to their obligations under the Articles of 
Agreement of the International Monetary Fund to support the 
operation of the approved exchange restrictions of the United 
Kingdom. 
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post-war dismantling of plant raised the scarcity of, 
and the return to, capital; and investment require- 
ments were further increased by the partition of 
Germany, leaving each part like a torso with an 
incomplete capital structure. At the same time the 
rapid growth of population in western Germany both 
added to capital requirements and provided the basis 
for an expansion of production. The level of unem- 
ployment was relatively high at the beginning of the 
period, migration from eastern Germany caused a 
rapid increase in the population of working age, and 
the proportion of women entering the labour market 
rose appreciably during the period. The relatively 
weak bargaining position of labour moderated the 
rise in money wages from the levels established at the 
time of the currency reform, and the rapid increase in 
productivity as investment and output expanded 
further strengthened the competitive position of west 
German industry. Relatively low real wages and high 
rates of profit favoured a high savings ratio, and during 
most of the period budget surpluses made an appre- 
ciable contribution to total savings. 


In the period after the First World War, also, 
German industrial production expanded very rapidly, 
though much less regularly, following the currency 
reform of 1923. However, pre-war levels were then 
only reached and surpassed in 1926-1927, and the 
expansion was supported through large-scale capital 
imports, whereas from 1951 western Germany has 
achieved a large and rising balance-of-payments 
surplus on goods and services, which amounted to 
4 per cent of gross national product (at factor cost) 
in 1956 and to 4.6 per cent in 1957. Capital exports 
have been relatively small and most of the surpluses 
have gone to swell the gold and foreign exchange 
reserves, which towards the end of 1958 stood at 
about DM 20 billion, excluding credit balances of 
close to DM 6 billion with the European Payments 
Union and the International Bank for Reconstruction 
and Development. 

This highly abnormal development could not, of 
course, have taken place if the effects on domestic 
liquidity of the accumulation of reserves had not 
been offset by the policies of the monetary authorities. 


From the end of 1950 to the end of the third quarter 
of 1958 the foreign assets of the Federal Bank rose by 
almost DM 25 billion; and to the extent of DM 10 
billion this was compensated by a reduction of the net 
claims of the Bank on the Government. In the fiscal 
years 1952/53 to 1955/56 the total cash surplus of the 
Federal Government amounted to about DM 6.5 
billion.2! When subsequently the surpluses dis- 
appeared and a heavy deficit took their place, the 
absorption of commercial bank cash was continued 


34 In 1950/51 and 1951/52 there were cash deficits of DM 619 
and DM 435 million. 


from May 1955 through the sale of government 
securities obtained by the Federal Bank in exchange 
for non-negotiable so-called equalization claims on 
the government, arising out of the 1948 currency 
reform. During the period indicated above, the note 
circulation rose in the same proportion as private 
consumption expenditures. With only small changes 
in other items, the net claims of the other banks on 
the Federal Bank rose by DM 8.3 billion, or by only 
about a third of the rise in the foreign assets of the 
central bank.*® Even so, the increase in liquidity has 
been considerable and interest rates on the capital 
market have tended downwards: after an interruption 
of the decline in 1956-1957 they reached about 4 per 
cent by the end of 1958. 


While it was a matter of course that western Ger- 
many would need to strengthen its reserve position 
after the exchange crisis of 1950, the accumulation of 
reserves has long since passed the point where it 
contributes to better international balance. Over the 
last few years the balance-of-payments surplus on 
goods and services has tended to rise rather than fall. 
Net exports of medium- and long-term capital have 
in no year exceeded DM 730 million; and although 
gross private capital exports have increased at a fairly 
rapid rate, they were still below DM 1 billion in 1957 
and were matched to the extent of more than half by 
an inflow of private funds from abroad. As a result, 
reserves have increased during the last three years 
even more rapidly than before. 


At the present time a number of important changes 
appear to be taking place in western Germany. 
Unemployment has been reduced to low levels, and 
the growth of the active population has begun to 
decline, this decline being expected to last for a 
period of years. There will thus not be future scope 
for an expansion of employment as rapid as in the 
recent past, and this will tend to strengthen the 
bargaining position of labour. At the same time the 
high levels of investment during past years have filled 
the major gaps in the capital structure, and the fall 
in interest rates reflects not just the increase in liqui- 
dity, but also a decline in industrial profit rates. 
Almost unavoidably, the exceptionally rapid industrial 
expansion has involved a falling behind in the growth 
of infrastructure and other long-term investment, 
while in industry capacity utilization levels have 
declined during the last two years. Thus, if high 
levels of investment are to be maintained in the years 
ahead, a considerable change must take place in the 


35 Thus, the changes in the balance sheet of the Federal Bank 
from end-1950 to end-September 1958 were (in billions of DM): 


Change in net foreign assets... - +25 
balanced by: 

Change in net liabilities to government +10 

Change in net liabilities to banks .. +8 

Change in note circulation ..... +9 

Other changes... +++ +++: —2 
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character and structure of investment, of the kind 
induced by increased labour scarcity and lower 
interest rates. Industrial investment plans must 
involve a higher degree of capital intensity and, if 
social and infrastructure investment become more 
important in the total, the share of building and 
construction in total investment may well rise. With 
these changes may be expected to be combined an 
accelerated rise in the share of the active population 
in services and a more rapid decline in the agricultural 
population. 

As in a number of other countries, the rate of 
personal savings has increased in recent years. Total 
gross savings in 1955-1957 have averaged close to 28 
per cent of gross national product as against about 25 
per cent in the earlier ‘fifties. The rise is entirely 
accounted for by larger private savings whereas, as 
mentioned above, the Federal Government budget 
changed from a surplus to a deficit in the course of 
1956.36 There seems little reason to expect a return 
of large-scale central government surpluses; rather 
are continued deficits to be foreseen. So far it has 
been possible for the central bank partially to neu- 
tralize the effect on domestic liquidity of the disap- 
pearance of budget surpluses by the sale of govern- 
ment securities; but by September 1958 only DM 2.2 
billion remained of an original DM 8.7 billion stock 
of equalization claims, through the exchange of which 
the Bank has obtained material for sale in the open 
market. Thus, in default of special measures, the 
Bank may soon be in a position where it is no longer 
able to counteract the domestic liquidity effect of the 
external surplus. 


In this case the rise in liquidity will drive down 
interest rates on money and capital markets. The 
easier credit conditions will stimulate both domestic 
investment, and thereby activity in general, and the 
export of private capital. Though it is, of course, 
impossible to prove anything in these matters, it 
would appear rather improbable that —in conse- 
quence of a fall in interest rates only and in the 
absence of other supporting measures — private 
capital exports should rise sufficiently to eliminate a 
major part of the present payments surplus. Therefore, 
if savings do not decline appreciably, and the payments 
surplus is to be eliminated, domestic capital formation 
must increase, so that the savings which now finance 
the foreign surplus are diverted to domestic invest- 
ment. As has already been mentioned, such an 
increase in capital formation at a time when the 
supply of labour grows less rapidly will imply a 
significant increase in over-all capital intensity. The 
lower levels of interest rates will certainly induce an 


38 On a cash basis, that is, which — though not strictly relevant 
in the present context — may be assumed to be indicative of 
the change in public savings. 


increased volume of long-term investments in building 
and construction. But in the industrial field the level 
of interest rates does not greatly influence the choice 
of technique, and there is nothing but an increased 
scarcity of labour to prevent entrepreneurs from | 
reacting to easier credit by trying to expand the scale 
of their operations, increasing their employment of 
both labour and capital rather than making special 
efforts to shift towards capital-intensive and labour- 
saving methods. Therefore, a reduction in the foreign 
balance, called forth by easier credit and lower 
interest rates, could hardly take place without a 
more rapid rise in the level of wages and other domestic 
costs. 

If, however, the monetary authorities effectively 
resist such a development, because it would be con- 
trary to their desire for price stability, then only two 
possibilities would appear to remain for the attainment 
of balance: one is a revaluation of the Deutsche Mark 
to achieve the adjustment of cost levels otherwise 
to take place through inflation; the other is a reduction 
of the payments surplus through large-scale public 
capital exports, economic assistance to overseas 
countries, and support of the export of private capital, 
primarily to the other countries of the Common 
Market or to overseas countries. If neither of these 
courses is pursued and monetary policy holds back 
demand sufficiently to check the rise in money wages, 
the accumulation of reserves will continue, leading 
to further dislocation of the western European 
economy. 


Italy 


Economic developments in Italy during the ’fifties 
present both striking similarities and contrasts with 
those in western Germany. Industrial production 
expanded by more than 75 per cent from 1950 to 1957, 
and though this fell considerably short of the more 
than doubling of output in western Germany, it 
was, on the other hand, equally far in excess of the 
western European average rise of about 50 per cent. 
The volume of Italian exports also rose fairly rapidly, 
and the balance of goods and services improved 
strongly during the ‘fifties, though in 1957 it still 
remained in deficit.*7 Emigrants’ remittances, а net 
inflow of capital and foreign assistance sufficed to 
finance not only these deficits, but also an approximate 
doubling of gold and foreign exchange reserves. 


But whereas in western Germany the ample labour 
supply was an important element in the process of 
domestic expansion, this was not the case in Italy. 
From 1950 to 1957 the index of industrial employment 
shows a rise of only 7 per cent and, though this low 


37 Receipts from private remittances did, however, in that year 
exceed the deficit on goods and services for the first time in the 
post-war period. 
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figure must be partly ascribed to the incomplete 
coverage of the index, the rise in industrial employ- 
“ment could hardly be put at more than some 10-12 per 
cent. Even this percentage understates the real 
growth of employment in industry because in the 
early “fifties the engaged labour force in many indus- 
trial enterprises was in excess of needs, owing to 


the pressure exerted by the Government to restrain 
dismissals. 


Without attempting any thorough analysis the 
presumption may here be indicated that the crucial 
element in any explanation of the relatively slow rise 
in employment is the dual character of the Italian 
economy, with an industrialized northern sector 
separated from the under-developed south. The major, 
southern reserves of idle labour take the form of 
under-employment and disguised unemployment rather 
than open unemployment. Unemployment in the 
north has acted as a brake on the migration from the 
south to the north, and at the same time trade union 
strength in north Italian industry has been sufficient 
to secure the enforcement of collective wage agree- 
ments and to maintain a considerable real wage 
disparity between industrial and other workers. 
In spite of the global excess supply of labour, wages 
in the larger industrial firms of the north — converted 
into dollars at current exchange rates — had risen by 
1958 by between 150 and 200 per cent since before 
the war, or at a rate somewhat higher than that in the 
United Kingdom and close to that in France (taking 
into account the most recent devaluation). On the 
other hand, during the ’fifties, when industrial em- 
ployment increased little, Italy was among the western 
European countries with a relatively low rise in 
wages; but the spread between industrial and agri- 
cultural wages widened, whereas from pre-war to 
post-war it had narrowed. 


The relatively large pre-war to post-war increase 
in wages combined with other, and probably more 
important, factors to limit the growth of employment 
during the ’fifties. During this period imports have 
been liberalized to a high degree, and increasing 
competition from abroad, despite high tariffs, has 
induced investments designed to raise productivity 
in industry rather than to increase employment 
capacity. Such investments have also been promoted 
through special credit facilities and other measures 
of government policy. Furthermore, the relative 
growths of different industries have been such as to 
raise the average capital requirements per worker 
employed. Output of the textile industry, which 
accounts for a relatively large share of Italian total 
industrial output, increased by only 15 per cent from 
1950 to 1957,38 and the metal-using industries increased 


38 Employment in the textile industries declined by almost 
20 per cent during 1950 to 1957. 


their output only by approximately the same percen- 
tage as industry as a whole, whereas in the highly 
capital-intensive basic metals and chemicals industries 
output rose much more. In addition, residential 
construction (at constant prices) tripled from 1950 
to 1957 and raised its share of domestic fixed capital 
formation from 16 per cent to more than 27 per cent. 


At about 20 per cent of the gross national product, 
the Italian gross savings ratio has in recent years 
been close to the western European average,®* but 
certainly much lower than in western Germany. 
The flow of domestic and foreign savings available 
for domestic investment has been insufficient for the 
doubie task of raising the capital intensity of pro- 
duction and expanding employment; and develop- 
ments have been such as to give the first priority over 
the second. In view of the large under-developed 
sector in the Italian economy it is, however, all the 
more remarkable that it has been possible during the 
fifties to achieve both an improvement in the foreign 
balance, a high degree of price stability, and a relatively 
rapid growth of total output. 


Denmark 


Repeatedly during the post-war period domestic eco- 
nomic expansion in Denmark has been halted, through 
contractionary monetary policies, in order to safe- 
guard a precarious balance of payments. Industrial 
production rose by only 17 per cent during 1950 to 
1957, as against more than 50 per cent for the western 
European countries combined; and unemployment 
has kept at high levels, averaging close to 10 per cent 
of the insured workers. 


A major cause of the weak international position 
of the Danish economy would appear to be the rela- 
tively unfavourable occupational structure which is 
reflected in the commodity structure of exports, foods 
accounting for more than half of the total. Since the 
middle of the inter-war period Denmark’s terms of 
trade have deteriorated almost without interruption, 
the worsening from 1937-1938 to the middle of the 
fifties corresponding in effect to a decline in producti- 
vity of more than 5 per cent.*° 


In its effects on agricultural real incomes the un- 
favourable price development has been compensated 
through a strong rise in labour productivity, induced 
by the movement of workers out of agriculture. 
However, this development has required large-scale 


39 A direct comparison with the industrialized countries of 
western Europe is, however, misleading in so far as the fairly high 
Italian percentage must be ascribed to high relative prices of 
investment goods and would be lower if output was valued at 
the prices ruling in these other countries. 

49 Computations by different methods show a terms of trade 
deterioration of some 20 to 30 per cent. Merchandise exports 
equalled approximately one-fourth of gross national product 
in 1955. 
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investments in agriculture — further raising the already 
high degree of capital intensity in that sector — and, 
secondly, it has increased the supply of unskilled 
labour outside agriculture. The unemployment pro- 
blem largely takes the form of a structural maladjust- 
ment of the labour supply to the demand. With 
workers organized fairly rigidly by crafts rather than 
by industries and with geographical mobility signifi- 
cantly impeded by a housing shortage, especially 
during the earlier part of the post-war period, the 
availability of labour has generally been much lower 
than would appear from the high over-all level of un- 
employment. 


However, a greater adaptability of the labour 
supply would not directly have improved conditions 
decisively. The expansion of industrial employment 
would have added to investment requirements which, 
with a gross savings ratio below 20 per cent of gross 
national product, could not easily have been met from 
domestic resources. 

The rise since pre-war in money wages — when 
adjusted for changes in exchange rates — has roughly 
corresponded to that in the United Kingdom, and 
the increase in fringe benefits entering into the employ- 
ers’ costs has been smaller than in most other countries. 
Nor does the performance of Denmark’s industrial 
exports provide indications that wage levels are 
excessive. 


Nearly half the output of machinery is exported; 
and such exports, at constant prices, rose by 150 per 
cent from 1950 to 1956. Exports of the chemical 
industries increased almost as much, and total indus- 
trial exports more than doubled. However, a large 
part of manufacturing industry producing for the 
home market is still protected by import controls 
against competition from abroad. In the absence of 
effective competition on the small Danish market, 
productivity tends to be low and profit rates high in 
these industries, while at the same time the narrow 
scope for expansion on the domestic market does not 
hold out inducements to increase investments and 
savings to finance them. Furthermore, the protected 
industries claim part of the skilled labour force which 
is not in excess supply. 


Whereas until recently in the post-war period the 
labour force was almost stagnant, it is now rising 
more rapidly and will continue to do so for a period 
of years. The need for industrial expansion has 
therefore become even more urgent. The principal 
policies called for would appear to be measures 
designed to increase the flow of domestic and/or 
foreign savings available to finance industrial invest- 
ment, and the dismantling of import controls so as 
to promote higher productivity through development 
of the industrial structure and improved methods in 
individual firms. 


Belgium and Norway 


Both Belgian and Norwegian exports of goods and 
services are highly sensitive to fluctuations in world 
economic conditions. In Norway this is in great part 
due to the important role played by the country’s 
international shipping activity, gross income from 
which roughly equals merchandise exports. The 
international markets for major export com- 
modities — metals and forestry products — are, how- 
ever, also highly variable. The Belgian commodity 
structure of exports, with iron and steel accounting 
for close to 20 per cent of the total, also makes for a 
high sensitivity to changes in world activity. But an 
important additional factor has been that Belgium, 
because of a relatively high cost and price level,*! has 
been a marginal supplier of many goods. During the 
1952 recession the country suffered a more severe 
decline in its industrial production than other western 
European countries, and Belgium was also particularly 
affected by the last recession in the United States. 


Early in the post-war period Belgium resorted to 
contractionary monetary policies in order to eliminate 
inflationary pressures. Stabilization was achieved 
at a relatively high level of money incomes and costs 
and, compared with the pre-war situation, the com- 
petitive position of Belgium had to that extent deterio- 
rated vis-d-vis the rest of industrial western Europe. 
However, in the early post-war conditions commodities 
of the kind exported by Belgium were in strong 
demand and this, together with domestic monetary 
restraint, sufficed to make the Belgian franc a strong 
currency. The cautious monetary policies and a 
gradually quite extensive liberalization of imports are, 
presumably, the principal causes why the rise in the 
price index of gross national product over the last 
decade has been smaller than in every other western 
European country except Switzerland and, possibly, 
Portugal. In fact, the rise in money cost levels would 
app2ar to have been so much slower than in most 
other western Europ2an countries that Belgian 
competitiveness has, on balance, slightly improved 
since 1948 despite the relatively moderate extent of 
the Belgian franc devaluation in 1949. 


Beyond the disadvantage of a relatively large rise 
since before the war in domestic cost levels, certain 
weaknesses in the industrial structure affect the 
external position. The textile industries and coal 
mining, where productivity is low, account for rela- 
tively large parts of total industrial output whereas 
the share of the chemical industries is small. 


In spite of its generally weak competitive position, 
Belgium has had a surplus on its external balance of 


* From 1938 to 1957 the Belgian price index of gross national 
product, converted into dollars at current exchange rates, in- 
creased by about 150 per cent, as against about 60 per cent in 
the United Kingdom and 120 per cent in the United States. 
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goods and services in each year since 1951, and gold 
and foreign exchange reserves have been maintained 
at relatively high levels. But the rather high cost of 
this achievement has been cautious monetary policies, 
which have in most post-war years kept unemployment 
at relatively high levels and have slowed down the 
development of the industrial structure.‘ 


Norwegian monetary policies have been very 
different from those in Belgium, and the differences 
in their consequences — influenced also by other 
factors — stand out strikingly in three respects: 
whereas the Belgian foreign balance has been in 
surplus since 1951, Norway has usually had an 
import surplus of goods and services; unemployment 
has been relatively high in Belgium, but has kept at 
low levels in Norway, even though the excess demand 
for labour of the earlier post-war period has largely 
disappeared in the ‘fifties; and long-term interest 
rates (on government bonds) in Norway have generally 
been some 11/4 to 2 percentage points below those in 
Belgium. 


The ratio of gross savings to gross national product 
in Norway is of the same order of magnitude as that 
in western Germany, and thus among the highest 
in western Europe. But economic policies have been 
deliberately designed to combine a steady and high 
investment ratio with high savings and to promote 
capital imports. Private long-term capital imports 
during the period 1952 to 1957 are estimated at 
almost $400 million. 


So far, the beneficial effects of the high investment 
ratio have hardly become apparent. During the 
fifties the growth of output per capita was of the 
same order of magnitude as in Belgium and Sweden 
and much lower than in the Netherlands, though 
the terms of trade of Norway developed rather more 


42 Furthermore, the rigidity of legal regulations relating to the 
coverage of commercial bank deposits and to treasury drawings 
on the central bank forced the Government in the second half 
of 1957 to institute action which operated to intensify the con- 
traction of activity which had then already started. In November 
1957 new regulations were introduced to allow a more elastic 
operation of the fiscal and credit system. 


favourably than in these countries and freight rates 


were appreciably higher at the end than at the begin- 
ning of the period. 


The investment-to-output-increase ratio has in the 
fifties been appreciably higher than in the pre-war 
period.*® Part of the explanation may be that, with 
the gradual relaxation of demand pressures during 
this period, levels of capacity utilization have declined, 
and that technological change has involved rising 
capital intensity. This has certainly been the case in 
shipping, where the trend towards larger units has 
raised capital requirements per worker employed. 
But, furthermore, some striking discrepancies may 
be noted between the relative contributions of different 
industries to total output and their shares in investment. 
Thus, while shipping accounted in recent years for 
less than 10 per cent of gross national product it 
claimed more than one-quarter of total fixed invest- 
ment. On the other hand, mining and industry 
commanded only one-sixth of total investment, while 
their combined share in total output was close to 
one-third, and a large part of investment resources 
went into the development of a limited range of 
capital-intensive production. 


As already mentioned, the Norwegian foreign 
balance is sensitive to fluctuations in world activity 
in a similar degree to that of Belgium. Thus, from 1951 
to 1953 Belgium’s exports of goods and services at 
current prices declined by 9 per cent, or by about 3 per 
cent of gross national product, and in Norway the 
decline amounted to 12 per cent, or 2 per cent of 
GNP. In consequence, the Norwegian foreign 
balance deteriorated by about $170 million from 1951 
to 1953. Being, in contrast to Belgium, a regular net 
importer of capital, and holding relatively smaller 
exchange reserves, Norway is generally in a much 
weaker position when faced with such reversals. 
However, in this period Norway was highly successful 
in resorting to imports of foreign capital, and the 
decline in reserves remained moderate. 


430. Aukrust, Investeringens Effekt pd National Produktet, 
Oslo, 1957. 


4. THE ADJUSTMENT OF EXTERNAL IMBALANCE 


Big differences among countries, both in actual 
balance-of-payments developments and in their atti- 
tudes towards imbalances between external payments 
and receipts, have been revealed in the preceding 
section of this chapter, from which it also appears 
that the success achieved by a country in dealing 
with its monetary and balance-of-payments problems 
is to a considerable extent cumulative. As its inter- 
national margin for expansion widens, it increasingly 
enjoys the possibility of cushioning the impact of 


domestic excess demand by allowing its external 
balance on account of goods and services to deterio- 
rate. On the other hand, a country in a weak inter- 
national position has little room for maneuvre, and 
will be forced to resort earlier to import restrictions 
and other stop-gap measures to safeguard its reserves. 
It is certainly not a coincidence that the countries in a 
relatively weak external position were also those 
which experienced the largest price increases during 
the later stages of the recent boom, whereas the 


TABLE 11 
Gold and foreign-exchange holdings 


Millions of dollars and percentages of gross national product at. market prices 


Holdings at 


end June 1958 


End-of-year holdings in 1949-1957 а 


Highest ratio Lowest ratio 


Country 
illi 1 Е Р. - is 
bg Se Vea aoe ear a 
dollars ¢ GNP 1957 
ANISER Ie wig wee ae eee 524 2 1954 12.3 1951 3.4 
elke соло a 6 = 6 1355 13.6 1951 12.6 1950 10.4 
Denmark ce ae cae 185 1953 4.4 1956 3.0 
Finlandaeaaee Seer © 214 1951 6.6 1956 3.9 
О ye eee swale: 7715 © 1950 4.7 1957 1.6 
Western Germany... . 5 830 тЫ 1957 9.3 1950 1.2 
ЕН о В a Ss 186 1954 10.6 1951 5.8 
iceland cme te. Е 15 1954 9.8 1957 Set 
ireland tea ee ee 248 15.6 1950 22.4 1956 15:7 
Аа CGO eet ec uc 1714 1949 We? 1953 Syl 
INetherlands: see veneer 1 295 1172.5) 1953 19.1 1949 9.4 
а we ocee, wee ae 191 у 1950 6.1 1954 4.5 
Рома ви. 698 35.0 1954 37.8 1950 32 
Swedenls a. сое а 447 1951 al 1957 4.6 
Switzerlat dane ee 1 990 Dies 1949 38.9 1957 25.9 
BLUTKC ye nea heater eee ee 262 1949 6.1 1956 2.6 
United Kingdom 3 110 1950 9.3 1956 3.8 


Sources : General Statistics, ОЕЕС Statistical Bulletins, July 1958 and 
January 1959; Internationa! Financial Statistics, IMF, Washington, December 


countries in a strong international position were 
able to compensate for the declining elasticity of 
domestic supplies through rapidly expanding imports, 
and could thus restrain the rise in domestic price levels. 


In Table 11 reserves of gold and foreign exchange 
have been expressed as percentages of annual gross 
national product (rather than taking percentages of 
imports as the crucial standard). Even after allowing 
for the reservations that have to be made in com- 
parisons of this kind, the figures reveal much variation 
among countries regarding the international margin 
for an expansion of domestic demand or, in other 
words, their possibilities of relieving domestic demand 
pressures through an increase in net supplies from 
abroad. 


However, the above remarks on the differences 
between countries in a strong and countries in a weak 
international position are particularly in need of 
modification in one respect. Where the balance 
between domestic demand and supply in a country 
changes for reasons peculiar to that country, the 
possibility of changes in the foreign balance provides 
an element of genuine elasticity in the economy, 
spreading and diluting the expansionary impulse 
over a larger area. However, in so far as waves of 


@ Except for Austria, western Germany, Portugal, 1950 to 1957. 
b End of year 1957. 


alternating expansion and contraction are synchronized 
in several countries, the possibilities of reducing 
fluctuations in their domestic economies through 
compensating changes in the foreign balance are 
narrowed for all. By luck rather than by design, 
it has so happened in the post-war period that levels 
of total activity have generally moved out of step in 
North America and in western Europe. If fluctuations 
in activity had been more closely synchronized between 
these two big industrial areas, the tendencies towards 
cumulative reinforcement of inflation and contraction 
via international commodity markets would have been 
stronger. 


The Reconciliation of Internal and External Balance 


Separate monetary systems with independent policy- 
shaping authorities, and the relatively narrow inter- 
national margin for expansion due to institutional 
impediments to the international movement of labour 
and capital, are the principal circumstances on which 
depend the peculiarities of international payments 
balances as distinct from those between regions or 
sectors within a national economy. 


The international mobility of capital is much 
smaller — apart from exceptional cases and within 


limited _ fields — than mobility between areas or 
sectors of a national economy. The financing of an 
accelerated over-all expansion in a country will 
therefore depend to a much higher degree upon 
that country’s own resources than will the financing 
of expansion in a part of the country depend upon 
the resources of that part. Labour mobility is typically 
also much smaller internationally than intra-nationally 
and, as a consequence, movements in wage levels of 
different countries are only loosely interrelated. 
Moreover, whereas the banks and other credit insti- 
tutions within a region of a country form an integral 
part of the national monetary system and are subject 
to the policies of the national authorities, those 
national credit and fiscal authorities may pursue the 
policies of their choice without, in general, being 
subject to significant outside influence. 


As is well known, automatic repercussions on 
domestic incomes and liquidity of a disrupted balance 
between a country’s external payments and receipts 
may operate to restore that balance. However, the 
external liquidity of a country in deficit may be 
insufficient to finance the excess of payments over 
receipts until the automatic adjustments take effect, 
and domestic and foreign economic policies may 
interfere with the adjustment mechanism. Further- 
more, this mechanism may, in the same way as 
deliberate contractionary policies, restore external 
balance only at the cost of domestic disequilibrium in 
the form of unemployment and idle capacity. Global 
equilibrium in the economy of a country implies 
balance between domestic demand and supply as 
well as balance between external payments and re- 
ceipts. With fixed exchange rates, national price and 
money-income systems which rigidly resist downward 
pressures in the deficit countries, and often monetary 
policies in the surplus countries which offset the 
expansionary impulse of the payments surplus, it is 
not, in fact, usual for automatic forces to operate to 
secure simultaneous internal and external balance. 


The experience of the inter-war period heightened 
awareness that the conditions of internal and of 
external balance are not identical, and that the under- 
utilization of domestic resources may go together with 
a deficit in external payments. During the post-war 
period, when inflation rather than deflation has been 
the prevailing concern, this has sometimes tended 
to be forgotten, and it has been assumed that if only 
inflation were stopped the external accounts would 
take care of themselves. Yet, it is common experience 
that the foreign balance of a country may improve or 
deteriorate greatly without any causative change in the 
balance between domestic demand and supply and 
that, when inflation has been allowed to proceed for a 
time, subsequent contractionary policies may fail to 
restore the disrupted equilibrium. 
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With the relaxation of import restrictions and 
exchange controls in western Europe during the 
fifties, monetary policies have assumed increasing 
importance as a method of regulating balances of 
payments indirectly via domestic levels of demand 
and activity. The principal danger of this method 
— that it may lead to substantial under-utilization 
of domestic resources — has not been much in evi- 
dence, first because domestic demand pressures have, 
in fact, frequently been the cause of balance-of- 
payments deficits and, secondly, because international 
trade has expanded rapidly. In some countries, 
however, contractionary policies intended to safeguard 
the external balance have reduced domestic activity 
and expansion below levels desirable per se. Further- 
more, where balance-of-payments deficits have been 
caused by inflationary increases in wages and prices, 
contractionary monetary policies have not been sufti- 
cient to restore external balance at satisfactory levels 
of domestic activity because of the, in practice, irre- 
versible rise in money wages: money restraint has then 
had to be supplemented by direct import controls or 
by exchange-rate adjustment. 


Economic Expansion and International Equilibrium 


A somewhat rosy picture is often painted of the 
operation of the system of fixed exchange rates in 
the rather remote period before the First World War. 
That period exhibited a number of features closely 
connected with London’s unique position as the 
centre of a relatively fluid international capital market 
and of international commodity markets 44 — condi- 
tions which are quite unlikely to arise again. More- 
over, in the present context there is particular reason 
to stress, first, that people accepted then, to a degree 
unknown now, recessions and other economic mis- 
fortunes as acts of God rather than of man and, 
secondly, that the tolerably successful period under 
the gold standard from the middle 1890s to 1914 was 
one of rapid economic expansion and inflation in the 
international economy. The growth of population, 
and the widening of the natural-resources base through 
the migration of labour and capital to America and 
other continents, facilitated the adjustment to struc- 
tural change; and the almost continuous rise in 
money wages and prices provided significant scope 
for a gradual reduction in the relative costs of any 
individual country without resort to reduction of 
wages or to adjustment of exchange rates. 


After the slow growth or stagnation of the inter-war 
period, the last decade has again been a period of 
rapid economic expansion, in western Europe and in 
the world at large. Trade has grown even more rapidly 
than output, and the balance-of-payments position 


44 See the Economic Survey of Europe in 1957, Chapter IV, p. 3. 
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of most western European countries has improved, 
though considerable disparities in the strengths of 
different currencies still remain. There can be little 
doubt that the general economic expansion has been 
a crucial factor in the achievement of better balance 
between western Europe and North America as well 
as within western Europe itself. However, this expan- 
sion has in part been based upon conditions of a 
temporary character. 


The role of the rapid growth of the labour supply 
in western Germany, and the slowing-down of that 
growth to be foreseen, have already been referred to. 
Investment has been stimulated in most countries by 
special temporary factors: the backlog of investment 
demand after the destruction and low investment 
rate during the war, the increase in real capital made 
attractive by the much higher levels of employment 
common to the post-war period, and the adjustment 
of capital to the large-scale changes in techniques and 
output structures, continued during the period partly 
under the influence of the increased international 
division of labour. Quite schematically: whereas the 
restoration of working capital would appear to have 
been largely completed at the beginning of the 
*fifties,*> the satisfaction of the above-mentioned 
special demands for fixed capital may be judged to 
coincide in time roughly with the western European 
boom’s peaceful death, which might not otherwise 
have been brought about by the relatively mild restric- 
tive policies applied. 

It may be foreseen that the slower growth of western 
Germany’s labour force 48 and the achievement of 
virtually full employment in that country, the trend 
towards shorter working hours in several countries, 
and the narrowing of the scope for further increase 
in the activity rate of the population of working age, 
will tend to slow down the growth of total output in 
western Europe, though probably not the rise in 
productivity. This is, of course, no more than a 
fairly weak influence which other factors might even 
more than counterbalance. However, to the effect 
of labour-market developments will be added those 
of the disappearance of the special post-war investment 
incentives referred to above. It should not be con- 
cluded that the western European economy will 
necessarily enter a period of stagnation with low 
levels of employment, but it would appear probable 
that the structure of investment will change towards 
longer-term, slower-yielding types. Capital deepening 
will become more important relative to capital 
widening, the capital-output ratio will tend to rise, 


45 See Section 1 above. In western Germany, where post-war 
recovery had a later start, the time may be put at 1953. 

“в However, as mentioned in Chapter II, Section 4, in a 
number of smaller western European countries the population 
in the active age groups will increase at a higher rate from 
1958 to 1963 than in the preceding five-year period. 


and a larger part of the rise in total output will be 
accounted for by increasing productivity. 


A decline in the rate of growth of total output in 
western Europe would render the adjustment to 
economic change and the correction of external — 
imbalances more difficult. With a slower expansion 
of output and trade, deficit countries may expect 
domestic contractionary policies to prove less ef- 
fective in improving their foreign balance, and the 
risk of under-utilization of labour and industrial 
capacity will become correspondingly larger. 


One of the factors influencing the changing fashions 
in economic policies in the post-war period has been 
the increasing importance attached in several countries 
to the objectives of price and exchange-rate stability 
and to the operation of the market mechanism, 
relatively unhampered by direct controls, in both the 
national and the international fields. The danger, 
frequently referred to, which this development 
involves — that it will become increasingly difficult 
to maintain high activity levels and rapid economic 
expansion — may be looked upon as the consequence 
of an internal inconsistency in the policy objectives 
indicated above. With exchange rates stabilized by 
policy action and with money wages highly resistant 
to downward pressure, so large a part of the market 
mechanism is coagulated that its functioning becomes 
gravely impaired, and a large part of the adjustment 
to economic change has to take place through the 
slowing down or the reversal of expansion in deficit 
countries. 


These perspectives hold out little hope to the coun- 
tries exporting primary products that their terms of 
trade will recover appreciably from their present 
reduced levels. Favourable terms of trade will, of 
course, be to the benefit of real incomes in western 
Europe, but could not permanently strengthen the 
balance of payments of western European countries 
with the primary-exporting countries. The recent 
transfer of reserves from primary-exporting countries 
to western Europe could certainly not go on for 
long.*” 


The Pattern of Intra-western-European Transactions and 
Economic Integration 


In the economic interrelations of the western 
European countries, a special responsibility rests 
upon the larger countries, because, on the one hand, 
the internal economies of these countries are large 
enough for autonomous domestic developments to 
be of considerable importance and, on the other hand, 


47 The net effect of low relative prices of primary goods on 
western Europe’s dollar balance is uncertain. The bilateral 
balance with North America could be expected to improve, but 
the scope for multilateral dollar earnings would narrow. Pre- 
sumably the first effect would prove the dominating one. 
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the foreign trade of these countries accounts for a 
large share of intra-western-European and of world 
trade. Among the largest countries western Germany 
is in by far the strongest external liquidity position 
and could play the role of the leader of a major 
expansion of western European activity and trade. 


There are, furthermore, great differences between 
the geographical trade structures of individual coun- 
tries. Three of the smaller countries — Denmark, 
Norway and Switzerland — receive between two- 
thirds and three-quarters of their merchandise imports 
from western Europe. For France, western Germany, 
and the United Kingdom, the shares of imports 
originating in western Europe in 1957 were, on the 
other hand, only 33, 44 and 24 per cent respectively. 
And on the export side there were similarly large 
differences, the United Kingdom sending only about 
27 per cent and France about 40 per cent of their 
exports to wes.iern Europe, as against western Ger- 
many’s more than 60 per cent. Thus, countries differ 
greatly in the extent to which they receive and transmit 
impulses from and to other western European coun- 
tries. 


In several respects international relations will be 
affected by the gradual integration now foreseen of 
the economies of the six member countries of the 
European Economic Community (EEC). It would 
appear,** that the pattern of regional foreign balances 
of the six countries combined is rather similar to that 
assumed to be traditional in western Germany — 
deficits with the dollar and sterling areas and a large 
compensating surplus with the rest of continental 
western Europe. In so far as the integration of the 
six economies causes a diversion of trade and streng- 
thens their combined balance of payments, a burden 
of adjustment will be thrown upon outside countries; 
and particular importance of course attaches to the 
effect on the United Kingdom. 

Further, this closer economic integration of the 
six and their associated territories, by tending to 
reduce their combined transactions with the outside 
world, may give to such transactions a more marginal 
character and thereby make them more sensitive to 
fluctuations in demand and activity inside the area 
of the Community. Such a development would face 
outside countries with the difficulty of adjusting 
themselves to recurrent wider fluctuations in their 
trade with the Community and thereby increase 
their need for international liquidity. 

These various difficulties for outside countries 
may be reduced if economic expansion within the 
EEC accelerates. As pointed out before,*® the inte- 
gration of the six economies involves some danger of 


48 See Appendix Table XI. 
49 See the Economic Survey of Europe in 1957, Chapter V. 
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an unfavourable shift in the balance between con- 
tractionary and expansive factors; but it does, on the 
other hand, also hold out the opportunity of continued 
rapid expansion if the obstacles to international 
movement of capital, labour and other resources 
within the area are removed or significantly reduced. 
Moreover, the closer economic integration of the 
member countries of the Community may provide 
a large part of the solution to the problem posed by 
the west German payments surplus. 

The liberalization of international transactions is 
gradually being extended to capital movements, and 
movements between countries of private capital have 
recently assumed increasing importance. Though this 
development creates some risks, and thereby calls 
for a closer co-operation among the monetary author- 
ities of different countries, it also significantly widens 
the scope for adjustment of international imbalance, 
both among the industrial countries and between 
these and the less developed countries inside as well 
as outside western Europe; and it will tend to remove 
the, in a sense, abnormal features of the post-war 
international adjustment mechanism touched upon 
in Section 2 above. 

The development of a common capital market 
for the countries of the EEC may well promote the 
establishment of better balance among these countries. 
However, the position here — or in respect of labour 
mobility within the EEC area — is analogous to that 
in the field of trade, that the benefits from the further 
liberalization implied by EEC arrangements do not 
depend upon their geographical limitation but would 
be increased by a widening of the circle of countries to 
which they apply. 


The Importance of Trade Liberalization 


The further liberalization of trade would promote 
the continued growth of real incomes; and, conversely, 
a principal risk of any more than a mild and tem- 
porary setback to international economic expansion 
is that it may induce countries to impose restrictions 
and thereby secure short-term alleviation of their 
difficulties at the cost of progress in the longer run. 

The expansion of western Europe’s trade during 
the ‘fifties under the interconnected influences of 
economic expansion and the liberalization of trade and 
payments, as one would expect, has increased the 
share of multilateral relatively to bilateral settlements. 
Though this development has rendered the system 
of international payments more susceptible to dislo- 
cation, in so far as a default at any one point may 
interrupt a whole circuit of multilateral settlements, 
it has at the same time increased the capacity of the 
system for elastic adjustment to economic change. 

The smaller the role of direct controls relatively 
to that of the price mechanism in regulating the 


Page 34 — Chapter Ш 


oe ee ee ee 


flow of international transactions, and the larger the 
flow of international transactions, the more elastically 
will the balance of payments respond to economic 
policies. Furthermore, the relaxation of restrictions 
on international transactions has contributed to the 
growth of real incomes by promoting the international 
division of labour and by providing, through increased 
competition, a spur to technological and organiza- 
tional progress. So far, however, the liberalization of 
intra-western-European trade has largely by-passed 
agriculture, which is almost certainly the field in 
which protectionism has caused the most serious 
deviations from the pattern of resource allocation 
that would have been achieved under free trade. 


The contribution which a genuine liberalization of 
agricultural policies in western Europe, and more 
particularly in the industrial countries of central 
and north-western Europe, could make to further 
economic growth is very great indeed. It would be of 
obvious benefit to the less industrialized European 
countries of the Mediterranean region,®°° as well as 
to overseas exporters of agricultural products. It 
would promote the accelerated transfer of manpower, 
now employed at relatively low productivity levels 
from agriculture to other industries in the industrial 
countries, and thereby facilitate the maintenance of 
high rates of economic expansion. By tending to 
reduce the cost of food, it would both promote the 
growth of real wages in the industrial countries and, 
by holding down the cost of living, weaken the ten- 
dency for money wages to rise as employment expands. 
It would thus both widen the internal margin for 
expansion in the industrial countries and transmit 
more of the benefits of such expansion to less developed 
countries, inside as well as outside western Europe.*! 


The Introduction of Limited Convertibility 


At the end of 1958, simultaneously with the French 
devaluation, holdings by non-residents of all the 
major western European currencies were made conver- 
tible into dollars and the European Monetary Agree- 
ment of 1955 went into force, superseding the European 
Payments Union. 


Through the revision of the EPU in 1955 the 
automatic credit element in EPU-settlements had been 
greatly reduced and the role of gold and dollar settle- 
ments increased. This, combined with the decision 
of February 1955 by the British authorities to support 
the rate of transferable sterling vis-d-vis the dollar, 
involved already a considerable de facto conver- 


°° See Economic Survey of Europe т 1953, Chapter 16, р: 203. 
and also Chapter У, Section 4, below. 


51 See, in this connexion, Economic Survey of Europe т 1957, 
Chapter V, on the long-run consequences of alternative rates of 
expansion in western Europe for the imports of agricultural 
products from other areas. 


tibility of western European currencies. The approach 
to the latest changes has thus been a gradual one and, 
judged by their immediate effects, the introduction 
of more general convertibility (usually limited to 


non-resident balances deriving from current tran-— 


sactions) and the substitution of the European 
Monetary Agreement (EMA) of 1955 for the EPU 
are not very far-reaching measures. 


In leading up to these developments the role of the 
official British support of the transferable rate was 
apparently very important. The large rise from 1955 
in the net payments of gold and dollars by the United 
Kingdom to continental western European countries, 
as already mentioned, was not mainly due to move- 
ments in the current balance of the United Kingdom 
with these countries. It was rather the combined 
effect, first, of the official support of the transferable 
rate and, to a smaller extent, the sale against sterling 
of dollar commodities in consequence of the reopening 
of international commodity markets in the United 
Kingdom and, secondly, of the strengthened balance 
of payments of continental OEEC countries, and 
particularly of western Germany, with the overseas 
sterling area and with overseas non-dollar, non- 
sterling countries in surplus with the sterling area. 
There would appear, then, to have been established a 
payments pattern similar to that presumed to have 
existed in the last half of the *twenties, when conti- 
nental western European countries covered part of 
their dollar deficit through a surplus with the sterling 
area or with other countries which, in turn, were in 
surplus with the sterling area. 


Undoubtedly, the risks of adverse capital move- 
ments assumed by the United Kingdom in introducing 
convertibility are larger than those of most other 
western European countries, because of the extensive 
use by other countries of sterling holdings as foreign 
exchange reserves. The position of some other coun- 
tries, which engage in large-scale international tran- 
sactions and have considerable foreign short-term 
liabilities, is also highly sensitive to changes in inter- 
national confidence; but for these countries, as for the 
United Kingdom, the risks were already considerable 
before the introduction of formal convertibility and 
were hardly decisively increased by that step. 


Apart from these capital risks there is, in circum- 
stances where the introduction of sterling conver- 
tibility has been accompanied by that of all the major 
western European currencies, no a priori reason to 
expect that the current and recurrent demand for con- 
version of non-dollar currency holdings into dollars 
will be concentrated upon sterling; nor is it to be 
assumed that the total additional claims for conversion 
will assume very great proportions in the near future. 
The countries with relatively strong balances of pay- 
ments, and which therefore will feel able to relax 
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their restrictions on dollar payments, have in general 
already achieved a high degree of import liberalization, 
and the impact on their actual dollar imports of any 
further such steps will tend to be small. Other coun- 
tries, where a relaxation of dollar import restrictions 
might lead to a relatively larger rise in imports, are 
generally those which are in a relatively weak global 
balance-of-payments position and which are therefore 
bound to show moderation in over-all import liberal- 
ization. For these reasons it is to be expected that the 
introduction of convertibility will only slowly raise 
the flow of payments in respect of trade and other 
transactions from western European countries to the 
dollar area. On the other hand, there can be little 
doubt that convertibility will operate ultimately to 
remove discrimination against the dollar area, and 
the benefits to western Europe of convertibility are 
largely dependent upon this effect. 


The impact on individual countries of whatever 
liberalization of imports takes place in consequence 
of the introduction of convertibility will mainly 
depend upon the type of dollar imports liberalized. 
Non-dollar countries exporting commodities of the 
type liberalized will face increased competition in 
their export markets. It is hardly possible to arrive 
at any definite conclusions concerning the relative 
impact on different western European countries. 
There is certainly no presumption that the exports 
of the United Kingdom will be particularly affected by 
increased competition from the dollar area. In any 
case, though the accelerated liberalization of dollar 
imports will dampen the tendency towards a streng- 
thening of western European currencies vis-a-vis the 
dollar,®? it is not be expected that the effect will be 
large in the near future and, over the longer run, the 
increased discrimination against dollar imports implied 
in closer western European economic integration may 
prove a more important influence on the relative 
strengths of the dollar and of non-dollar currencies. 


Whereas, as has been noted, the currency reforms 
at the end of 1958 included comprehensive policy 
measures in France to correct that country’s deficit, no 
parallel steps were taken to moderate the chronic 
surplus of western Germany. And though any im- 
provement in the French balance of payments will 
automatically be reflected in small part in some 
reduction of the west German surplus below what it 
otherwise would be, there can be no doubt that if the 


52 Another influence in the same direction, but probably not a 
strong one, will be that overseas non-dollar countries will have 
less reason to discriminate between areas of origin in the adminis- 
tration of their import restrictions. 


French policies achieve the intended results the effect 
will be to increase the rate at which reserves are 
accumulated by France and western Germany com- 
bined. It is therefore not to be expected that a renewed 
expansion in western Europe can proceed very far 
unless serious efforts are made to reduce the accumu- 
lation of exchange reserves by western Germany. 


Not only did the latest international currency 
reforms fail to tackle the special problem of the west 
German surplus, but they also failed to create more 
than minor additional facilities for dealing with such 
imbalances of international payments as are bound to 
appear from time to time. As has already been men- 
tioned, the probability of a slower future growth of 
economic activity and trade in western Europe than 
in the earlier part of the post-war period will increase 
the need for an elastic mechanism of international 
adjustment, and for a reversal of the recent trend 
towards almost exclusive reliance on monetary 
policies in deficit countries as a means of restoring 
international balance even at the cost of reduced 
domestic activity. 


The substitution of the ad hoc credits of the Euro- 
pean Monetary Agreement for the automatic credits 
of the EPU, which have not been very effective in 
recent years, may be regarded as a step towards 
more rational arrangements, provided that appro- 
priate principles in fact govern decisions whether, 
and how much, credit should be given in particular 
cases. The proposed increase in quotas in the Inter- 
national Monetary Fund may also provide a useful 
increase in international liquidity. 


When the European Monetary Agreement was 
negotiated, some members proposed an appreciable 
widening of the margins for the fluctuations around 
parity of market rates of exchange and, though the 
Agreement states the intention of member countries 
to keep margins as stable and narrow as possible, it 
leaves members free to establish, and to change, the 
margins within which the market rate may fluctuate. 
When, at the end of 1958, the EMA superseded the 
EPU, no country in fact availed itself of the oppor- 
tunity to adopt wider margins. It is a point of tech- 
nique rather than of principle in what way exchange- 
rate policies are made more flexible, and the decision 
not to adopt wider margins will cause damage only 
if it should be symptomatic of an increased unwilling- 
ness to pursue flexible policies, and should thus 
signify that the rate of exchange is viewed as an 
objective of economic policy rather than as one of 
its principal instruments. 


jo- te ибн 


* 


a ee 


CHAPTER IV 


CONSUMPTION AND PROBLEMS OF DISTRIBUTION IN EASTERN EUROPE 
AND THE SOVIET UNION 


Basic differences between the economic and social 
systems of the eastern European countries and the 
Soviet Union, on the one hand, and those of western 
Europe on the other, make it inevitable that any 
consideration of consumption trends in the former 
group of countries must start from a standpoint rather 
different from that of the following chapter. First, the 
share of national expenditure devoted to consumption 
in eastern Europe and the Soviet Union is more deli- 
berately and effectively planned by the central author- 
ities, and less the result of spontaneous individual 
decisions, than in western Europe. Secondly, not 
only the level but also the structure of total consump- 
tion in each of the former countries, as it has developed 
during the post-war period, has been determined to a 
large extent by the centrally-planned supplies of 
consumers’ goods made available and only to a much 
lesser degree by consumers’ choice. 


Of course the consumers’ market in every cuuntry 
is subject to some interference by the state authorities 
through taxes, import controls or other means; 
but in eastern Europe and the Soviet Union prices are 
used to adjust consumers’ demand to a centrally 
determined pattern of supply to an extent not 
duplicated elsewhere. This is not to say either that 
the adjustment is always perfect (shop shortages and 
unsaleable surpluses are certainly not unknown in 
those countries), or that production plans for the 
consumption sector are made completely without 
regard to imbalances in the market or to the dis- 
crepancies between price and cost structures required 
to correct them. However, it remains true that neither 
the present structure of total consumption nor even 
the pattern of total private consumers’ expenditure 
has been determined mainly by the impact of con- 
sumers’ preferences on productive resources seeking 
the most profitable employment. 


A further major difference between eastern Europe 
and the Soviet Union, on the one hand, and western 
Europe, on the other, is connected with the contrasts 
in social systems and property relationships. In the 
former countries the scope for investment out of 


personal incomes is much less, irrespective of differences 
in total per capita income levels, simply because of 
the very restricted possibilities of private ownership 
of productive assets and employment of labour. This 
is particularly true of the Soviet Union and Bulgaria, 
but much less so of eastern Germany, Poland and 
Hungary where the private sector in agriculture, 
handicrafts and trade is substantial. 


In considering past and future trends of consump- 
tion in western Europe, the most interesting questions 
relate to the probable impact of future changes in 
consumption levels and patterns of consumer demand 
on the future growth and structure of production, 
and the implications for economic policies in the 
countries concerned. In eastern Europe and the Soviet 
Union, however, the most immediately relevant 
questions are rather different. With rising income and 
consumption levels, it is becoming increasingly 
necessary within each country to devote attention 
to the problem of so planning and organizing produc- 
tion and trade in the consumption sector as to secure 
quick response to, and if possible anticipation of, 
changes in consumers’ demand if shortages and 
unsaleable surpluses are to be avoided and the maxi- 
mum satisfaction generated by the increasing flow 
of resources into personal consumption. But a pre- 
requisite for a more effective anticipation of consumers’ 
preferences is a knowledge of existing consumption 
patterns and of the extent to which they differ from 
those to be expected at current levels of personal 
income with different price and supply relationships. 
Some appreciation of these needs is evident in the 
approaches to the formulation of the new long-term 
plans for the period 1960-1975 now in process of 
compilation, and in the current discussions of possible 
improvements in techniques of economic planning 
and organization. 


In this chapter an attempt is made to assemble such 
data as exist on the past trends and structure of con- 
sumption in the eastern European countries and the 
Soviet Union, and to discuss in the light of this analysis 
some of the issues arising for future policy in this field. 
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1. TRENDS OF TOTAL CONSUMPTION AND OF ITS MAIN COMPONENTS 


As already indicated, the interpretation of consump- 
tion trends in eastern Europe and the Soviet Union 
presents certain special problems; and these are 
complicated by the nature of the statistical data 
available. International comparisons of the sector 
distribution of national expenditure are precluded 
by differences of definition and of pricing principles; 
and even within an individual country national 
expenditure aggregates are of limited value as indicators 
of trends.1 The limitations on the use of such data 
already noted in Chapter V apply a fortiori to eastern 
Europe and the Soviet Union. These have been 
recognized in the countries concerned, and the 
improvement of national accounts calculations is 
being given high priority in a number of national 
statistical offices, notably in Hungary and Poland. 
Moreover, a working party of the Council for Mutual 
Economic: Aid (CMEA), convened in Warsaw in 
June 1958, decided that a co-ordinated effort should 
be made to take stock of present differences in method- 
ology of national income calculations, and to devise 
improvements. In particular it is hoped to elaborate 
methods for eliminating the effects of price distor- 
tions on the computation of shares of accumulation 
and consumption in national expenditure — thus 
permitting comparisons of such shares in the member 
countries and a better assessment of trends over time 
— аз well as to evolve methods which will permit 
inter-country comparisons of the volume of personal 
consumption. 


1 Some of the difficulties in the way of analysing consumption 
trends in eastern Europe and the Soviet Union have been dis- 
cussed, and attempts made to overcome them, in earlier 
Surveys. (See, in particular, the Surveys for 1949 
Chapter 2, 1953 Chapter 4, 1954 Chapter 2 and 1955 Chapter 6; 
and also “ The Hungarian Economy in the Spring of 1957” 
and “ The Polish Economy since 1950”, Economic Bulletin for 
Europe, Vol. 9, Nos. 1 and 3). There are two major stumbling- 
blocks in the way of international comparisons of national 
expenditure aggregates. The first is the fact that the western 
European countries include services in the national product, 
Whereas only material production plus some “ productive 
services” are included under Soviet and eastern European 
definitions; and even within eastern Europe the coverage of 
such aggregates as accumulation and personal or collective con- 
sumption varies considerably from one country to another. The 
second main difficulty is the virtual impossibility of producing 
a logical calculation of national expenditure at factor cost in 
the latter group of countries, combined with the distortion of 
relative investment and consumption shares in national expend- 
iture at market prices produced by the eastern European and 
Soviet practice of levying by far the greater part of turnover 
tax—the main source of central budget revenue and investment 
finance—on consumers’ goods. Of course, even a solution of 
these problems would not, by itself, permit inter-country 
comparisons of absolute volumes of consumption. Moreover, 
multiple pricing and the fact that official prices have frequently 
not been “equilibrium ” market prices are among the factors 
greatly reducing the significance of such data as have been 
published on trends in the volume of consumption in individual 
countries, 


This new departure is, of course, linked with the 
efforts now being made to co-ordinate more closely © 
the economic development of the member countries 
of CMEA; but it is also related to the greater attention 
now being paid to the consumption sector, and to the 
development of rational criteria of economic choice, 
within each individual country. 


Per Capita Personal Consumption 


The trend of personal consumption of goods in 
most of the eastern European countries during the 
post-war period seems to fall into three fairly clearly 
marked phases, though these do not exactly coincide 
for each country and eastern Germany provides an 
exception to the general experience. 


In Czechoslovakia, Hungary and Poland — the 
three countries for which data on the volume of 
aggregate personal consumption are available for most 
of the ten years up to 1957 (see Table 1) — average 
per capita consumption rose fairly rapidly until about 
1950/51.2 But for several years thereafter investment 
drives and defence expenditures pressed ever more 
heavily on resources, and unforeseen stringencies were 
generally met, so far as possible, at the expense of 
consumption: supplies of fuels and materials to the 
consumer-goods industries became increasingly 
irregular as a result of the priority given to heavy 
industry, while slowly rising urban food supplies 
reflected the relative neglect of agriculture and the 
disincentive effects of farm price systems and collec- 
tivization campaigns. The share of consumption 
in national income was thus everywhere reduced, 
and consumption levels stagnated or fell until the 
bad harvests of 1952 brought standards in the following 
year decisively below those earlier achieved. 


The general relaxations of defence and investment 
pressures which followed, together with gradual 
improvements in supplies to agriculture and in the 
terms of trade of the agricultural with the industrial 
sector, initiated the third and current phase — of 
rapid growth of consumption though with a temporary 
slackening in late 1955 and early 1956 — despite rates 
of expansion of national income rather slower than 
those recorded up to 1953. There has, however, been 
a marked reduction of the rate of increase in all three 
countries in 1958 (see Chapter I, section 2). This 
reflects the need for a pause for consolidation after the 


* The figures in Table 1 cover only personal consumption of 
goods, including under this definition personal consumption 
in institutions (e.g., consumption in hospitals, army food and 
uniforms, etc). In eastern Germany personal consumption 
includes investment in and maintenance of dwellings: elsewhere 
it includes only depreciation of dwellings. 
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TABLE 1 


Personal consumption ° in selected eastern European countries 1948 to 1957 


Index numbers of per capita volume, 


| 1948 1949 
Bulgaria 
Index . с 
Percentage share 
Czechoslovakia 
Index sa 87 90 
Percentage share 74 69 
Hungary 
Index вс 95 
Percentage share 67.3 
Poland 
Index awe 86 
Percentage share 69.1 
Corrected for quality changes ©: 
Index . a 96 
Percentage share 69.1 


Eastern Germany 
Percentage share A 
B 


1953 = 100, and percentage shares in national income 


1950 1951 1952 1953 1954 1955 1956 1957 
85 109 110 123 131 141 
66.6 65.9 74.4 76.6 78.9 80 * 
104 104 104 100 113 122 128 138 
73 67 62 57 62 61 61 62 
99 103 98 109 LD) 127 137 146 
593 52.3 51.0 46.4 57:7 
69.8 70.3 84.5 71 
92 oT 99 100 US) 123 134 147 
63.1 63.0 60.8 55.4 69.0 60.2 
Wee 74.5 73.8 
103 105 104 100 116 125 
63.1 62.3 59.4 52.8 57.6 58.0 
68.8 67.4 67.8 69.2 70.9 ИТ a2 58 
84.5 83.9 83.6 82.3 84.0 81.2 78.3 WS 


Sources : National statistics; Statisticky Obzor, No. 10, 1954; Zahraniéni 
obchod, Nos. 4, 1957, and 7, 1958; Hospodafské Noviny, Supplement 1957; and 
direct communications from governments. 


Note. — Figures are based on data in constant prices of the following 
base years: Bulgaria, 1952; Czechoslovakia, 1955; Hungary, 1949 and 1954; 
Poland, 1950 and 1956. For eastern Germany the percentages are based on 
data in current prices. Series A for eastern Germany relates to percentages 


large increases in consumers’ real incomes conceded 
in both countries in the preceding years, which had 
be2n made possible in part by external aid, now 
exhausted. 


The development of over-all consumption levels 
in Bulgaria seems to have been not dissimilar to the 
broad trends, already described, in Czechoslovakia, 
Hungary and Poland. The stagnation of the volume 
of retail sales of food from 1951 to 1953 (see Chart 1 
below), when normally a rising trend could have 
been expected simply as a result of the increasing 
share of consumption passing through the retail 
network, suggests a decline in per capita food con- 
sumption during these years. The fall and subsequent 
recovery of sales of manufactured goods also seem 
to have been similar in Bulgaria to those registered 
in the three countries just mentioned, though occur- 
ring rather earlier. In Rumania, the same imperfect 
indicator provided by the volume of retail sales shows 
a marked slackening of the rate of growth from 1950 
to 1952, again suggesting a rather similar consumption 
cycle to that in the other countries. Some slowing 
down of the growth of consumption seems to have 


of net national product, including reparation deliveries and foreign trade 
subsidies, series B to percentages of disposable net national income, which 
is the basis of computation for Bulgaria, Hungary and Poland also. 


@ Material consumption as defined in the national accounts of the respective 
countries. 


b The price index used to deflate consumption at current prices has been 
adjusted to allow for changes in quality of the goods covered by the index 


occurred in the Soviet Union in 1952 and 1955, though 
again the available evidence is hardly sufficient to 
jdentify the trends.? 

In eastern Germany consumption levels were very 
low in 1950 in relation both to pre-war standards and 
—as comparisons of food consumption indicate — 
to contemporary standards in some other eastern 
European countries. Since then a rapid growth has 
certainly been achieved, sufficient to give eastern 
Germany, with Czechoslovakia, the highest standards 
within the area. 

The estimates of retail trade turnover in eastern 
Germany, which reflect over-all consumption trends 
more faithfully than do similar series elsewhere in 


3 Some indirect indications of the development during 
1952 to 1956 can be gathered from index numbers of physical 
quantity of consumption of the main groups of commodities 
based on (unpublished) family budget data (see Appendix 
Table II). Despite the very serious limitations of such data 
when regarded as substitutes for consumption aggregates, 
they indicate that a considerable increase of consumption took 
place between 1952 and 1954, followed by stagnation or even 
decline in 1955 and only a small increase in 1956. However 
to judge by index numbers of retail sales of manufactures, a 
further sharp improvement certainly followed in 1957, 
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eastern Europe, nevertheless show clearly a temporary 
slackening of the rate of increase in 1955-1956: 


Retail trade turnover 


Percentage 
Millions of DM of he tah 
of previous year 
1955 Calendar year 9-9 106.2 
Oct. 1955-Sept. 1956... 31 895 101.7 
1956 Calendar year 32 648 103.5 


Source ; Statistisches Jahrbuch, 1956. 


Within the three broad phases of development in 
most countries just described, marked changes in per 
capita consumption levels and in the share of consump- 
tion in national income have occurred from year to 
year. For example, the sharp rise in personal con- 
sumption in Czechoslovakia and Hungary in 1954 
coincided with an actual fall in national income in 
the latter country and only a moderate increase in 
Czechoslovakia. Consumption absorbed a virtually 
unchanged share of normally rising total income in 
both countries in 1955 and then rose again very sharply 
in Hungary in 1956, under the impact of the buyers’ 
rush in the fourth quarter, and rapidly also in Poland 
both in 1956 and 1957. Such sudden short-term 
variations in the level and share of personal con- 
sumption in these countries and elsewhere have 
depended to some extent on harvest variations but, 
even more, on the willingness of the authorities to 
release stocks or temporarily to change the composi- 
tion of foreign trade to absorb sudden rises in personal 
incomes. Spontaneous changes in personal saving 
have been of little, if any, importance as a cause of 
fluctuations before 1957, though during the last year 
or two increased supplies of building materials and 
equipment of various kinds have channelled a part of 
the rise in personal incomes, of farmers in particular, 
towards private investment rather than consumption. 

The contributions of each major sector of personal 
consumption to the year-to-year changes in the total 
can be identified exactly only for Hungary. As can 
be seen from Table 2, both the decline from 1951 to 
1952 and the marked rises from 1953 to 1954 and in 
1956 or 1957 were due mainly to sharp variations 
in supplies of manufactured goods. Nevertheless, the 
weight of food in the total is such that the over-all 
rise since 1953 has depended heavily on the growth 
of food supplies, while the weight of the imputed 
value of housing depreciation is so small that the appa- 
rent rate of growth of total consumption is not 
significantly depressed by the very slow growth of 
the housing stock (see below).4 


* It is noticeable that the share of food in total consumption 
at current prices was increased as a result of relative price 
changes between 1949 and 1954. Both retail prices of foodstuffs 
and farmers’ selling prices more than doubled between these 
years, while retail prices of manufactured goods rose by about 
60 per cent. 


TABLE 2 


Structure of total personal consumption ° in Hungary 


Millions of forints and index numbers of volume 
(1953 = 100) 
Е ee Se Se 
Е ood, Manu- Heat and Housing 


Pee eer : depre- Total 
Year factures light ciation 


Millions of forints 
At 1949 prices 


1949 18 14 589 S237 ee SOL 700 24887 
ПО ee. lie Soe 2 И, 750 32780 
At 1954 prices 
1954 36 607 19597 5103" 750 59985 
1957... |744-758"" 26307 <3'000 59 790 5872555 
Index numbers of volume (1953 = 100) 
At 1949 prices 
м Ва raz. 92 92 81 95 91 
{S50 meee 97 100 82 96 97 
195) а 95 114 89 97 101 
192 сия. 100 93 93 99 97 
о 100 100 100 100 100 
ПО... 111 140 105 101 120 
At 1954 prices 
1954 me, = 2 111 140 105 101 120 
1955 се ПИ 145 104 104 129 
CEs ара 131 166 104 105 140 
О оон 136 188 а 150 


Source : Hungarian Statistical Yearbooks, 1956 and 1957. 
@ Material consumption as defined in Hungarian national accounts. 


While the data already described, and the more 
partial indicators discussed subsequently in this 
chapter, justify the assessment of the general trends 
of development given above, the figures in Table 1 
cannot be taken as exact measurements either of 
the absolute increase in the volume of per capita 
consumption in any country over the whole period 
covered or of variations among countries in relative 
rates of growth of, or shares of resources devoted to, 
personal consumption. Changes in relative prices 
during the period have been sufficient in all countries 
to produce marked differences not only in the apparent 
shares of consumption in national income but even 
in the percentage rise of the total volume of consump- 
tion over the period, depending upon the price basis 
chosen; and many of the factors tending-to inflate 
the apparent growth of consumption (particularly 
food consumption) and national income already 
mentioned in section 1 of Chapter У are operative 
also in eastern European countries. An additional 
factor reinforcing this tendency — particularly in the 
countries with a very large rural population — is 
the practice, usual in eastern Europe, of pricing self- 
consumption of peasant households at the weighted 
average of farm selling-prices, and urban consumption 
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at the much higher retail prices. The declining share 
of self-consumption in the total thus tends to inflate 
the over-all index. Of the data shown in Table 1, 
probably the trend of apparent consumption in Bulga- 
ria is the most inflated, in view of the basis of valua- 
tion at 1952 prices (very low farm selling prices and 
very high retail prices) and the rapid passage from 
subsistence farming to market sales in subsequent 
years, partly as a consequence of collectivization. 
Official statistics thus indicate a 75 per cent increase 
of total personal consumption between 1952 and 
1957, but a rise of gross agricultural output by only 
25 per cent (and by only 5 per cent if comparison is 
made with either 1951 or 1953 instead of 1952). 


Little more can be said about the share of con- 
sumption in total resources than that it is certainly 
lower now in all eastern European countries than in 
the inter-war period, when investment and govern- 
ment consumption were both very low in absolute 
as well as in relative terms, and certainly higher, in 
most of them, in 1957-58 than in 1952-53. The effects 
on the consumption share of a change in the basis 
of valuation from the prices of an earlier year to 
prices of a later year are illustrated for Hungary and 
Poland by the data in Table 1. The Polish Statistical 
Office has, moreover, pointed out that “ the structure 
of the actual realization prices applied in the calcula- 
tion of the final distribution of the national income 
causes ... the shares of accumulation and consump- 
Чоп... not to correspond to their actual shares, based 
on the amount of socially indispensable labour 
expended on the goods which constitute the consump- 
tion fund and on those which constitute the accumula- 
tion fund ”. The observation follows that these me- 
thods of calculation “distort in some way both the 
proportions and the dynamics of national income ”.® 
The Polish statisticians have therefore recalculated the 
main components of net national income and expend- 
iture in 1955 and 1956 in so-called “conventional 
1956 prices” or, in other words, on something 
approaching a “ factor cost” basis (in the terminology 
of the United Nations system of national accounts) 
—i.e. on the basis of 1956 production costs (as 
defined in Poland) excluding taxes and subsidies on 
production. Production and consumption of agri- 


5 The Polish Statistical Office has recomputed the 1954 and 
1955 national accounts valuing self-consumption at urban 
retail prices less the trade margin. The results are as follows: 


1954 1955 
Usual Revised Usual Revised 
calculation calculation calculation calculation 

Consumption ... 154.0 168.2 165.2 179.7 

Personal 06 139.2 153.4 147.4 161.9 

Collective .... 14.8 14.8 17.8 17.8 
Accumulation $ 47.4 47.4 49.2 49.2 
Disposable national 

За ee ire 201.4 215.6 214.4 228.9 


Source : Dochéd Narodowy Polski, 1954 i 1955, Warsaw, 1957. 
в Dochéd Narodowy Polski, 1956, Warsaw, 1958. 


cultural products were valued at the average of farm 
selling prices, and imports at the estimated domestic 
production costs of the exports required to purchase 
them. The result is a significant reduction in the appa- 
rent share of consumption in national expenditure. 


Distribution of national income in Poland 


At “ conventional 


At 1956 realized prices 1956 prices” 


Percentage shares Percentage shares 


1955 1956 1955 1956 

Consumption. . 80.1 79.8 70.8 USP! 
(Personal 5 ов eed, 74.5 65.9 68.5 
Collective .. ОЙ es) 4.9 4.7 
Accumulation . 19.9 20.2 29.2 26.8 


Source : Dochéd Narodowy Polski 1956, Warsaw, 1958. 


As has already been noted, the data so far discussed 
cover only material consumption by individuals.” 
Services directly provided to them — transport and 
communications, entertainment, health and education, 
the imputed value of housing space — are completely 
excluded from personal consumption in the national 
accounts and are generally incorporated in collective 
consumption and national income only to the extent 
of the materials consumed in providing such services. 
Changes in consumption of some of these services 
are discussed below. It is difficult to assess the effi-t 
on the apparent trend of over-all consumption от 
their addition to the data reviewed above, but it 
can be said, in general terms, that everywhere housing 
standards deteriorated during the early post-war 
period and in most countries have only recently 
begun to improve significantly: health, education and 
cultural facilities, on the other hand, have greatly 
expanded, and probably faster in the years up to 
1953 than subsequently. 


Food Consumption 


Until very recently there has been a close connexion, 
even in the most economically developed eastern 
European countries, between the trend of total 
material consumption and that of the quantities of 
staple foods consumed. Not only does food weigh 
heavily in total consumption expenditure but, in 
contrast with the situation in the industrialized coun- 
tries of western Europe, per capita consumption in 
physical terms of nearly all staple foodstuffs has so 
far risen quite quickly with rising incomes. This 1$ 
true both of trends over time 8 and of the differences 
between lower and higher income groups at a point in 


7 Including such services (transport, retail distribution etc.) 
as are incorporated in the final selling price of goods. 

8 Except perhaps in Czechoslovakia in 1957, when increased 
expenditure on, and saving for later purchase of, durable goods 
seems to have contributed to a relative stabilization of food 
consumption despite the rise in total personal income. 
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TABLE 3 


Per capita daily consumption of the main nutrients 
in Czechoslovakia, Hungary and Poland 
pre-war and post-war 


Proteins ae "Fats ae 
Calories proteins 
in grammes 
Czechoslovakia 
Пс о 2 545 UB 32 79 396 
194 Tie «ere 2 162 65 32 57 347 
1949. aan 2457 70 30 66 399 
ПОЗ cx eee 2 793 78 33 79 448 
1954. . 285) 79 33 79 448 
ПО 2901 82 36 83 454 
1956 ers 3 099 87 40 97 474 
1957... 3 068 89 43 99 459 
Hungary 
1934-1938 2770 82 25 il 396 
ПО даю 2840 89 29 80 410 
IE 5 с 2896 89 28 81 421 
У р Е 2909 87 Peal 82 424 
LOD Sy cares 2 935 87 24 15 446 
OSA 2957 87 7 80 439 
Ва а 322 91 28 88 457 
Обь 3 236 96 31 95 464 
Poland 
1934-1938 PANG) 79 23 62 ea 
950%“... 3 170 86 38 aS 538 
[955 ae 3 180 89 46 85 514 


Sources : 1934-38, FAO Food Balance Sheets; national statistics; and 
Az élelmiszerfogyasztas alakuldsa Magyarorszdgon, Budapest, 1957. 


‚ Note.—Conversion factors used in national estimates are not identical 
with those used by the FAO. 


time, as revealed in the family budget studies discussed 
in section 2 below. In this respect, the dynamics of 
food consumption in eastern Europe and the Soviet 
Union seem to be nearer to those in southern Europe 
than to those of the industrialized countries of the 
north-west (see Chapter V, section 2), though it is 
highly probable that very high levels of food consump- 
tion (in terms of calorie intake) in the higher income 
groups in some countries is associated with the 
extremely high prices and low supplies of alternative 


consumption (¢.g., of good quality textiles and 
consumers’ durable goods).® 


® In Hungary, the actual and nutritionally desirable levels 
of average per capita calorie intake of wage-earners’ families 
(allowing for family composition) in five income groups in 
1956 have been assessed as follows: 


Income group 


Per capita daily calorie intake 
(in ascending order) г 


Actual Desirable 
и oe EE 2248 2731 
THe. Sis re ae ote Е 2524 2785 
ICR as. ch ene ee Зе 2852 2858 
LN Gat) SG, а 3012 2871 
и ие 3246 2803 


Source : Statisztikai Szemle, Мо. 3, 1958, 


Changes in the structure of food consumption 
since before the war can be assessed only for Czecho- 
slovakia, Hungary and Poland (see Table 3). In the 
first two countries an increased average calorie intake 
does not seem to have been accompanied by any 
significant improvement in the average quality of the 
diet until about 1955. In Poland, on the other hand, 
there was a significant improvement in the share of 
animal protein between 1934-1938 and 1950, largely 
attributable to changes in territory and population, 
but very little change thereafter until 1956. 


Average per capita calorie intake in recent years 
seems to have been insignificantly different in eastern 
Europe from the levels in western European countries 
of comparable climatic conditions (see Table 4 and 
Appendix Table I). But the structural variations 
from country to country are striking even when 
allowance is made for differences of climate. The 
share of total calories derived from cereals and 
potatoes is highest in Bulgaria, Rumania and Poland, 
and roughly comparable with the shares in Yugo- 
slavia and Turkey. In eastern Germany, Czecho- 
slovakia and Hungary the share is less, and falls 
between the highest registered in the industrialized 
countries of western Europe and the lowest in the 
poorer countries of the south. 


The over-all picture of eastern European food 
consumption conceals considerable variations, both 
in current standards and — probably even more — 
in past trends, between the towns and the countryside. 
Before the war, and especially in the depression years 
of the *thirties, peasants’ consumption was generally 
very low for all products for which there was a 
relatively good market (animal products especially) 
and for processed foods which had to be bought for 
cash, such as sugar and vegetable fats. Grain and 
potatoes provided an overwhelming share of their diet, 
the actual year-to-year levels of consumption varying 
with harvest fluctuations and market conditions.!° 
Since the war, peasants’ consumption of the higher 
quality foods has risen. Unfavourable terms of trade 
with the industrial sector in the early ‘fifties, and the 
lack of incentive to invest in their farms, tended to 
encourage peasants to retain a larger share of their 
output for household consumption, while the increase 
in peasants’ cash incomes derived from work outside 
the farm increased their competition with the urban 
population for retail supplies of foods. The greatly 
increased urban populations have thus faced recurrent 
shortages of particular foodstuffs even at times when 
the country-wide level of average consumption has 


** In Hungary, for example, grain consumption per capita 
in 1926-1935 was 282 kg. for the agricultural population and 
93 for the non-agricultural population. (Statisztikai Szemle, 
No. 6, 1958, p. 450.) 


п! On the significance of the “ peasant-worker ” group, see 
the Survey for 1957, Chapter УП, section 2. 
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Contribution of the principal foodstuffs 


TABLE 4 


to total calorie consumption in eastern European countries 


Per capita Cereals Sugar Vegetabl No i 
dail and and соп- ‘$8 28° Ршзе Fats а Dairy 
Country Year и potatoes fectionery and fruit о ый ai products? 
intake 
Percentage of total 
Bulgaria <. 2 880 65 
: 3 7 3 11 

Czechoslovakia ‘ 3 099 51 11 5 и 14 fi - 
Eastern Germany ¢ . 3 000 * 49 10 —— 3 : 21 9 6 
Hungary 3122 56 9 4 2) 17 7 5 
Poland 4 3 100 61 9 —— 3 —— 10 7 11 
Rumania 2 900 * 674 


Sources : As for Tables 3 and 5, and Probleme Economice, No. 7, 1958. 
а Including butter. 
5 Excluding butter. 


been increasing.1? It seems that in most countries 
food consumption standards have improved fairly 
steadily in the countryside throughout the post-war 
period, whereas in the towns there have been marked 
fluctuations, with no very clear upward trend until 
recently. However, it must be remembered that the 
movement of peasants into urban occupations, with 
urban standards of food consumption, nevertheless 
implied a rise in their individual living standards. 


The national average levels and patterns of food 
consumption in the post-war period have reflected the 
fluctuations of agricultural output and of foreign 
trade policies. Both in the Soviet Union and in 
eastern Europe, output recovered fast up to about 
1950-51, subject to year-to-year harvest variations; 
but thereafter production stagnated or declined until 
the gradual revision of agricultural policies after 1953 
— providing greater incentives to farmers and more 
fertilizers and other supplies — eventually brought 
about a significant new upturn in output around 
1955 or 1956. Higher consumption by peasants, 
larger average food requirements due to the rapid 
pace of urbanization and stagnating, or only slowly 
rising, agricultural output drastically reduced the pre- 
war export surpluses of the traditional food-exporting 
countries; and Czechoslovakia and eastern Germany 
emerged as major food importers in an area which, 
as a whole and excluding the Soviet Union, now had a 
net deficit in its international trade in foodstuffs.’ It 
is broadly true to say that in the early ’fifties domestic 
consumption was strictly limited in most countries in 
the interests of exports, or of low food-import bills, 
but that from about 1954 onwards more importance 


12 Inadequate distributive and food processing services have 
also been partly responsible (see below). 

13 For a discussion of changes in trade patterns, see the 
Survey for 1957, Chapter VI. 


с Rough calculation by the secretariat from per capita consumption figures 
(see Table 5), using FAO coefficients. 


Я Cereals only. 


has generally been attached to maintaining or raising 
domestic consumption.!4 


Nevertheless, bread supplies always seem to have 
been regarded by the governments of the area as a 
first priority, to be assured even at the expense of 
heavy imports; 15 and bread has provided, particularly 
for urban consumers, the basic replacement for other 
foods temporarily in short supply. This, and the 
maintenance of old consumption habits among the 
new urban residents, probably account, in part, for 
the rather surprising rise in apparent flour consump- 
tion since before the war in all but one of the countries 
covered by the data in Table 5; 16 a rise which seems 


14 For further details on the points in this paragraph, see 
European Agriculture, a Statement of Problems, ECE, 1954 and 
subsequent annual Surveys, and “The Economy of Hungary 
1950 to 1954 ” and “ The Polish Economy since 1950 ”, Economic 
Bulletin for Europe, Vol. 7, No. 2 and Vol. 9, No. 3. 


15 Or a cutting down of exports. Thus, for example, Hungarian 
flour consumption has been more stable since than before the 
wart, despite continuing harvest fluctuations : 


Index numbers of bread grain production 
and per capita flour consumption in Hungary 


(Lowest pre-war and post-war years = 100) 


Pre-war Post-war 

Year Production Consumption Year Production Consumption 
1931 con 106.0 101.0 

193. 106.0 т. оО. 133.2 100.0 
ISS Sins oe 150.2 111.9 5 о 146.9 105.3 
1994... 100.0 100.0 1952) < 104.8 105.7 
LOSS) etre 126.8 134.0 т.е: 128.1 108.8 
19S Gs 130.2 119.5 EY ИА 100.0 103.2 
193i Ч а 108.3 115.8 WEIS 2.5. D 125.0 106.6 
193850403 146.6 137.2 19S. « 109.2 109.8 


Source : Statisztikai Szemle, No. 5, 1958. 


16 Ajl the data in the table have been established by combining 
quite reliable figures of sales with rough estimates of peasants’ 
self-consumption. According to recent criticisms in Poland, 
this factor has resulted in an over-estimaiion oi consumption 
of grains and milk in that country, and an under-estimation 
for meat, fruit and vegetables. The data do not permit more 
than rough inter-country comparisons or assessments of the 
magnitude of changes from the pre-war to the post-war period. 
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TABLE 5 


Food consumption in five eastern European countries 


Kilogrammes4 per inhabitant per year 


Cereals 


Country and year ее. Potatoes Sugar Vegetables 
lent) 
Bulgaria 
В ос 222.3 8.6 2.5 85.7 
OS Se Lee vs 192.1 19.2 81 64.8 
195 и 197.1 lel 5:2 les 
в ae 187.5 23.6 5.9 74.8 
OS OW eee Sea 190.5 24.7 6.5 80.4 
Obi: ote 189.0 PBT 7.8 88.3 
Czechoslovakia 
ВЕ вазоб 118.3 118.9 23.8 67.1 
WAS о cu oss 123.8 95.2 22.7 78.4 
и ела 124.1 114.3 26.2 78.1 
JOEY ое пе ae 141.1 12 28.3 84.7 
NOS Ae oer ee 135.1 124.2 33.0 71.8 
DOSS tage = alee 135.8 121.4 Shiai) 84.1 
TOSG Rae eonk tte 136.3 126.7 34.2 68.9 
|e ow fl anes erage eee 125.9 131.8 33.5 74.8 
Eastern Germany 
Обо ee 103.4 170.8 22.9 
ОО saat, ет 120.4 219.3 21.8 
1 a les ner at 1207 210.6 ans) 
(O52 ee 120.5 182.6 30.0 
ити а 120.3 197.3 25.0 
ТОО ee Ва 115.8 176.5 30.0 
о Sara 114.8 169.6 25.8 
Об Jaen te 170.3 29.9 
И aos Ree 118.5 17a 28.7 
Hungary 
1934-38. 1. 144.7 130.0 10.5 = 
По 141.3 108.7 16.3 75.3 
а ое 149.0 106.7 16.4 69.4 
LOS 2 с ees 149.4 102.9 19.8 49.3 
О a Lee 153.8 109.7 Pallet 76.4 
[Rey о о аа 146.0 113.4 24.3 65.5 
ОЕ ое № 150.6 120.3 24.5 МЭ. 5 
а о о 155.0 121.9 25.0 
Poland 
1933-375 ...., 136.8 Ae 9.6 
OP i a a ga 163.3 Ber) 19.3 
р: 165.8 21.0 
CBSE SP ca eo ee 160.4 a 24.9 
в a 160.5 234f 22.4 
OBIS): о ned 163.3 233 f 19.9 5 
Е. 166.0 214f 22.4 84.0 
А a te ess 170.7 206 f 24.0 67.4 
NOB. pul Giese h 156.0 213 f 25.2 71.8 
MOST! a: ees а 26:5 80.6 


Sources and methods : See Appendix B. 


@ Numbers of eggs; litres of milk (except in Hungary, and for “ Milk and 
milk products” in Czechoslovakia), the fat content of which varies from 
country to country (see Appendix B); fats consumption is shown in terms 
of fat equivalent in Czechoslovakia and eastern Germany, in terms of 
gross weight elsewhere. 


5 Pre-war boundaries. 


Fruit 


36.8 
59.3 
VE 
60.3 
53.5 
90.3 


46.0 
57257: 
ЭЙ 
65.7 
45.6 
44.1 
48.4 
34.2 


9.6 
12.8 
18.1 
12.8 


С 
а 


е 


Meat and f Milk and Oils and 
meat Fish and milk pro- Fresh fats 
products Eggs fish ducts milk (including 
(exclud- products (excluding butter) 
ing fats) butter) 
22.4 72 1.0 73.0 8.8 
19.3 74 0.8 32.6 10.3 
25.4 74 1.4 37.3 12.2 
23.5 84 1.2 55.6 13.0 
26.9 85 1.8 56.2 14.7 
28.6 98 2.0 59.4 15.2 
32.9 137 2.1 194.1 164.2 51 
28.4 95 3.8 154.0 124.9 9.8 
372 139 2.6 184.4 147.3 11.9 
40.1 185 2.8 186.3 148.0 14.8 
42.6 161 87 194.3 147.3 16.6 
46.4 164 3.8 199.8 149.3 16.9 
48.4 167 3.6 195.0 141.2 Е 
51.0 174 335 191.2 133.7 17.4 
47.8 117.0 127.0 23.9 
25.6 63.1 74.0 11-5 
32.7 70.1 78.0 16.2 
38.6 87.5 89.9 18.2 
42.1 107.6 78.8 20.3 
45.8 3.5 one 78.6 23.9 
45.1 116.2 14.0 84.5 24.9 
46.7 144.0 89.1 25.4 
48.0 163.0 95.1 26.5 
33 а a 101.9 ne 17 
34.3 85.0 0.6 112.0 18.7 
34.5 80 0.6 96.5 19.2 
36.4 88 0.6 TRS 22.0 
28.3 62.0 0.6 88.8 18.2 
33.0 84.0 0.7 93.8 fs 19.6 
36.9 102 0.7 87.1 75 22 
42.0 123 90* 235 
19.6 ¢ : 28 192*а di, 
24.4 е 116 Qt 205.8 = 8.3 
32.0 ¢ 116 2.0 203.4 ae 12 
32. 12 127 2.8 213.5 = 11.4 
PEG 130 5:5 205.4 fa ley 
30.0 е 125 3.3 202.9 Е 11.3 
31.3 е 135 3.8 198.4 к. 121 
32.9 е 137 4.3 202.3 174 12.8 
36.3 е 127 4.7 205.2 я 137 
40.3 ¢ 129 ar 210.7 ae 14.5 


Including pork fat. 

1938. 

Excluding game, poultry and offal, the total of which was estimated to 
amount to around 4-5 kilogrammes per inhabitant in the years 1954-1957. 
Refers to agricultural years. 


tian 
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= TABLE 6 


Consumption of fats in five eastern European countries 


Kilogrammes 4 per inhabitant per year 


НИЕ 


1950 1951 
Bulgaria 
Ota tena.” h teen Е 
Oe which Butter. os.cnc. 3 aah 
Other animal fats... . . 
Vegetable fats and oils 
Czechoslovakia 
‘Totaleme ree +. ee SNe 20 13.2 5 16.3 
ofawhich:: Butterioanetews ео. 4.65 5.1 
Other animal fats... . . 3.85 52 
Vegetabie fats and oils . . 4.85 6.0 
Eastern Germany 
о о сане PES) 11-5) 
Of which’ "Buttermere eee ee 5.6 7.9 
Other animal fats... .. 4.3 5.4 
Vegetable fats and oils 2.6 4.2 
Hungary 
к, за обо ес 18.7 19.2 
ОИСИ Butter = 5 nici saat 6 1.0 1.0 
Othercanimal а... 15.8 15.6 
Vegetable fats and oils 1.9 2.6 
Poland 
Ota lec ee ei a! 9 aes ii? 11.4 
ОИС 9:3 3.9 
Other animal #213 ..... 6.2 5.8 
Vegetable fats and oils .. 1.7 1.7 


1952 1953 1954 1955 1956 1957 


10.3 11922) 13.0 14.7 15.2 


0.8 0.8 1.1 12 1.2 
2.9 4.8 5.6 
6.6 7.1 8.4 
16.7 18.6 19.0 19.3 19.5 
4.2 5.0 5.1 5.5 5.6 
6.2 6.8 7.0 6.5 6.4 
6.3 6.8 6.9 7.3 7.5 

20.3 20.3 25.6 РЯ 28.7 28.8 
8.4 9.6 10.3 9.6 10.0 10.4 
6.5 We 7.1 7.7 7.9 8.3 
5.4 6.1 8.2 10.4 10.8 10.1 

22.0 18.29 19.6 Doel 235 
0.9 0.8 1.0 1.0 1.0* 

16.9 14.9 16.1 18.5 20.3 
2.2 2.5 2.5 2.6 DD) 

11.1 11.3 12.1 12.8 137 14.5 
4.0 4.0 4.6 4.8 5.0 5.3 
5.2 5.5 5.7 6.1 6.8 7.5 
1.9 1.8 1.8 1.9 1.9 1.7 


р Sources : National statistics; Vierteljahreshefte zur Statistik, No. 3, 1958; 
direct communications from governments. 


in some instances even to have continued until very 
recent years, and provides a striking contrast with 
the trends in western Europe illustrated in Table 6 
of Chapter У.17 


Sugar supplies to the home consumer have also 
apparently been given high priority by the authorities, 
reflected in reductions in exports from Czechoslovakia, 
eastern Germany, Hungary and Poland after bad 
beet crops; and in the Soviet Union net imports have 
to some extent compensated fluctuations in domestic 
production, as they have recently in Rumania also. 
Within the over-all rise since before the war recorded 
everywhere,!® peasant families have undoubtedly 
raised their consumption more than have those in the 
towns. 


17 Part of the apparent rise in flour consumption in eastern 
Europe may, however, be attributable to the inclusion of 
bread fed to animals, since the price of bread has been below 
the free-market price of the equivalent fodder. Changes in 
quality (towards “ whiter” bread) may also be a contributory 
factor. 

18 In Rumania, not covered by the figures in Table 5, per 
capita sugar consumption rose from 5.5, kg. in 1938 to 14.4 kg. 
in 1957, the best post-war year. 


а All figures are in terms of gross weight. 
Ь 1949. 


The almost equally general fall in consumption of 
fresh milk since before the war, illustrated in Table 6, 
is explainable partly by its poor quality and by 
inadequate distribution facilities which have limited 
effective consumer-demand. The low Albanian per 
capita consumption (95 litres of fresh milk and 
dairy produce in 1957) is, however, due entirely to 
inadequate supplies, milk yields per cow being 660 kg 
in 1957. In eastern Germany, after the suppression 
of milk rationing in May 1958, the higher demand 
for fresh milk could not be fully met, despite rising 
production, because of the insufficiencies of a distribu- 
tion network accustomed to low and regular turnover.® 
However, a rapidly growing consumption of fats 
—now well above pre-war levels in all countries 
for which data are available — in any case competed 
for low and only slowly growing milk supplies. Only 
in Czechoslovakia and eastern Germany has this 
demand been met to a significant extent by restoring 


19 In Hungary the reduction of distribution facilities is illus- 
trated by the rise in the number of inhabitants per shop selling 
milk in Budapest from 305 before the war to about 850 in 1956 
(Statisztikai Szemle, No. 4-5, 1957). 
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traditional imports of oil seeds; and in the latter 
country limitations on such imports until recent 
years resulted in more than two-thirds of the milk 
sold off farms being turned into butter. Between 
1950 and 1955 east German butter production doubled 
while consumption of fresh milk rose by only 14 per 
cent. 

Variations in the structure of fats consumption 
among eastern European countries (see Table 6) are 
largely attributable to long-established differences in 
consumers’ tastes. It is also noticeable that Poland 
appears to be an exception to the general tendencies 
just described, in exhibiting a relatively much greater 
preference for consumption of fresh milk and cream 
(both included under “ milk” in Table 5) than for 
butter, which absorbs less than half of total milk 
production, and other fats.?° In Hungary and Poland 
the stagnation or decline in fats consumption in the 
early ‘fifties reflected the difficulties of expanding 
livestock production during that period, and it seems 
probable that data for Czechoslovakia would show 
a similar development. 


Pre-war meat consumption levels (very low in the 
inter-war depression years) were about regained in 
Czechoslovakia and Hungary by the end of the 
reconstruction period, and had already increased 
substantially in Poland. Subsequently, foreign trade 
policies strongly influenced consumption. In the 
early “fifties imports of meat were rather marginal in 
eastern Germany and Czechoslovakia, and elsewhere 
exports were expanded with little regard for domestic 
consumption, which declined in Hungary and Poland. 
But in more recent years higher imports, or decreases 
or stabilization of exports, have supplemented the 
contribution of rising home production to higher 
consumption levels; in Bulgaria, for example, output 
of meat has increased from 207,000 tons slaughter 
weight in 1953 to 232,000 tons in 1957, whereas 
exports have declined from 21,000 to 17,000 tons. 


Although international comparisons of meat con- 
sumption statistics are subject to wide margins of 
error, it can be said that the quantitative levels reached 
in the four most economically-developed countries 
compare not unfavourably with those of the Nether- 
lands or Switzerland, and favourably with southern 
Europe. The range of choice of fresh meat, its quality 
— especially of beef — and the regularity of supplies 
are still serious problems but, at least in Hungary and 
Poland, the quantity of meat consumed appears to 
be fairly high in relation to general living standards in 
those countries. It seems that meat consumption in 
Rumania and the Soviet Union may at present be 


*° Bulgaria is also a special case, since production of cows’ 
milk in that country is less important than milk of buffaloes, 
goats and sheep, of which relatively little goes into butter 
production but quite a lot into yoghourt, cream and cheese. 


п 
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below that in the other countries (except Albania and 
Bulgaria) — in the range of 25-30 kilogrammes per 
head per year — though with consumption now rising 
fairly fast in the Soviet Union.** 


The group where the post-war development of 


food consumption seems to have been least satisfactory 
is fresh fruit and green vegetables (though the data 
are particularly poor). Apart from some exports 
from Bulgaria to eastern Germany and Czechoslovakia, 
each country relies almost entirely on its own produc- 
tion, which has fluctuated widely from year to year 
but has shown a significant upward trend only in 
Bulgaria. Exiguous storage and freezing facilities 
mean that out-of-season consumption is very small, 
while during the season part of the crops may rot. 
Soviet estimates of the distribution of fruit and 
vegetable supplies show both marked seasonal 
variations, with only 14 per cent of total sales in 1957 
taking place in the first half of the year (the variation 
in vegetable sales in Leningrad in 1955 being, for 
example, from 2 per cent of annual sales in May to 
20 per cent in September), and a standard deemed to 
fall far short of the optimum: 


Percentages of total vegetable consumption 


Nutritional 


optimum Actual 
Саба ее Gg sch sc. о 9 24 48 
Сао 2,4 Oo acs. «ee eee. eee 15 4% 
Artichokes, horse-radish, parsley, turnips, 
cauliflowers, asparagus, fennel, egg-plant, 
colery4#? о ee 23 4 
Other vegetables 38 43% 
Розе сме See Se wee 100 


Source : Sovetskaya Torgovlya, 28 August 1958. 


As a result of the general national self-sufficiency in 
fruit and vegetables, per capita consumption is natu- 
rally much higher in Hungary and Bulgaria than in 
other countries where the more perishable items tend 
to be near-luxuries. 

However, the impact of restrictive import policies 
on consumption standards has naturally been greatest 
for commodities not produced in the region. Con- 
sumption of coffee, cocoa and citrus fruits was 
negligible until recently (see Table 7), even in coun- 
tries like Czechoslovakia, eastern Germany and 
Hungary where there had been significant consumption 
of such goods in the inter-war years. Imports of tea 
(supplied by China) have, however, permitted con- 
sumption levels generally above those of the pre-war 
years, though still very small in absolute terms. 
In the Soviet Union a great improvement in yields 


** Per capita meat production in the Soviet Union in 1956 
was 33 kg. and in 1957 was 36 kg., including !ard. In Rumania, 
per capita meat consumption in !957 was stated to be 27 kg. 
Per capita meat production in Albania (12 kg. in 1957) is the 
lowest of the region. р 
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_ Per capita annual consumption of beverages, citrus fruit and selected manufactured goods in five countries in 1957 


Unit Czecho- Eastern i 
| slovakia Germany Hungary Poland se 
Beverages 
oe MERE. sie e, Kg. 0.31 0.54 0.05 а 0.06 0.03 
Е орон 0.07 0.09 0.02 а 0.09 0.10 
ae а о Ан 0.6 0.34 0.185 a 0.22 
Ine a ee see Litre 6.3 1.6 21.14 Bee 
Other alcoholic drinks¢ .. 1.5 о *а 29 
Beer ee 92.5 65а 25.14 18.7 Г. 
ОИ Пи совр ода Kg. ate ЗЕ 3.0 а 0.54 
ОЕ Бы - Number 1359 1052 13152 1509 
Clothing 
РЫКОВ. Cottons вое Kg. 5.3 Tei) 5.0 5 4.3 *а 
ее оо 1.4 0.8 * 0.55 0.8 *е 
O themes нь 3.3 Wal se 
Leather shoes Pair 1.48 0.94 1.2 1.1 
Durable goods 8 
Radio sets . и, Number 16.2 Diol 26.1 25.3 16.5 
iliclevisionmsetsS me. se 9.1 57 as 0.7 2.9 
Washing machines ... . 19.7 ae 5.6 5.0 1.8 
Sewing machines. .... 4.2 5.8 DP 5.5 И 
Vacuum с1еапегз..... Г. Я 1.2 
о оо а в о 5 1.6 ah 0.4 1.4 
Bicycles . Pere ae 21.0 20.4 21.6 1591 14.8 
Motorcycles”. 3 5. «8 5.0 6.3 № 3.0 2.6 1.4 
Mlotorcats: И iS 12 0.36 
Watches . 36.7 1 60.0 a ee 39.16 
Cameras . 12.8 а 23.8 if 4.7 6.2 


Sources : National statistics and Appendix Table III. 
а 1956. 
Ь 1955. 
С 100 per cent alcohol content. 
а Imports per head: exports of fabrics could not be deducted. 


on domestic plantations has provided for the rise of 
tea consumption from 27,000 tons in 1938 to 46,000 
tons in 1957. In the last few years, more regard for 
consumers’ wishes and the increase of direct trade 
with primary producers has resulted in a rapid 
expansion of imports of beverages and fruit into 
the region. which seems likely to continue in the 
future. 


Such an increase, together with better supplies of 
other goods, might go some way to check the rising 
trend of consumption of alcoholic drinks ?* — mainly 


22 Only scattered data on consumption changes are available; 
but annual per capita consumption of all alcoholic drinks 
(in 100 per cent alcohol equivalent) rose in Czechoslovakia 
from 3 litres in 1936 to 3% in 1949 and 4% in 1957, and of 
spirits alone in Poland from 0.9 litres in 1933-1937 to 2 in 
1949 and 2% in 1956. In Hungary consumption of spirits 
doubled from 1950 to 1955, while that of beer trebled and of 
wine fell by about a half. 


€ Imports and home production per head: exports of fabrics could not be 
deducted. 


8 Per thousand inhabitants. 
h Excluding “ mopeds ” (5.3 per 1,000 inhabitants). 
т Excluding pocket watches. 


spirits and beer since wine production has generally 
proved difficult to expand. This is now an object of 
social policy in most countries of the region, where 
alcohol prices have been increased in recent years, 
and other steps have been taken to discourage con- 
sumption.*? These, together with improving supplies 
of other goods, seem already to be having some 
effect. 


Consumption of tobacco — like alcohol less heavily 
taxed relatively to other consumers’ goods than in 
some western European countries — has also risen 
fast everywhere, with the help of imports from Bulgaria 
and China and growing domestic production in some 
countries. 


23 A tradition of illegal distillation of spirits, already well 
established in the inter-war years, tends to hamper attempts 
to check the rate of growth of consumption by means of taxation. 
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Volumes of retail trade turnover and total personal consumption in eastern Europe and the Soviet Union 


1953=100, semi-logarithmic scale 
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Consumption of Manufactures 


Variations in supplies of manufactured goods to 
consumers during the post-war years seem to have 
been more violent than those of food consumption 
though the fact that often only annual data are avail- 
able tends to conceal some of the latter fluctuations. 
Metal consumers’ goods, electrical equipment and — 
to a lesser extent — furniture and other consumers’ 
durable goods directly compete for resources with 
defence demands and investment; and in eastern 
Europe, though to a smaller extent in the Soviet 
Union, light industries have been heavily dependent 
on imported raw materials and have been expected 
to export a large share of their output. In the early 
1950s, therefore, the low priority given to consumption 
meant that changes in availabilities of raw materials 
or fuels or in balance-of-payments pressures had 
immediate repercussions on the quantity and quality 
of consumers’ goods on domestic markets. Moreover, 
although lack of capacity in light industries has never, 
as yet, been widespread, bottlenecks created by under- 
maintenance and low investment priorities have 
affected both the quality and quantity of output. 


The trends of the volume of retail sales of goods 
other than food shown in Chart 1 probably indicate 
fairly well the development of supplies of manu- 
factured consumers’ goods in the countries concerned. 
However, some goods are sold through the retail 
network to others than final consumers (materials 
for further processing, office equipment, etc.) and a 
growing share of retail trade in recent years has 
represented producers’ goods, supplied mainly to 
peasants.”4 

It appears from the chart that in the years imme- 
diately preceding 1953 in Czechoslovakia, Hungary 
and Rumania, and 1952 in Bulgaria, the stagnation 
or decline of the over-all consumption level was accom- 
panied by a decrease in sales of manufactured goods. 
The situation was probably similar in Poland, where 
the levelling off of total retail sales almost certainly 
reflected falling sales of manufactures; but in the 


24 Some details of the composition of retail sales at current 
prices are given in Appendix Tables IV to VI. The data on 
food sales in the tables, and the trends shown in the chart, 
cannot be taken as indicators of the long-term development 
of food consumption, since the proportion of such consumption 
passing through the retail network has greatly increased during 
the period. Most manufactured goods reaching consumers— 
apart from some handicraft products—have, however, passed 
through the retail network throughout these years; though the 
data for Bulgaria undoubtedly give an inflated impression of 
the growth of consumption even of manufactured goods since 
a greatly increased proportion of the, very important, handicrafts 
production now passes through trade channels. Otherwise, and 
apart from the qualifications already mentioned in the text, the 
main weakness of the index numbers of the volume of such trade 
stems from the inadequacy of the existing price index numbers 
as a means of deflating data in current values. This, however, 
is practically inevitable in any period when both relative prices 
and the structure and quality of supplies fluctuate widely. 
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Soviet Union the expansion of sales of manufactured 
goods has been fairly steady. In many countries the 
development was even less favourable than indicated 
by the trends shown in the chart, since the quality 
of many goods deteriorated. 


The adjustments in the structure of output and 
foreign trade, and releases of stocks, around 1953 
were soon reflected in a rapid increase in retail sales 
of manufactures (by as much as 30 per cent in three 
countries in 1954). This rate of increase exceeds that 
of food sales, and certainly exceeded even more the 
short-term growth of total consumption of food; and 
from this time onwards increasing supplies of indus- 
trial goods everywhere played an important part in 
the expansion of over-all consumption.”® 


The contribution of particular groups of manu- 
factured consumers’ goods to the general expansion 
is difficult to determine. However, the rise between 
1952 and 1954 seems to have been mainly attributable 
to better supplies of clothing and footwear, for which 
the value of sales rose while prices generally fell.?” In 
most countries this seems to have been the initial 
phase of a “clothing cycle”, with a later stagnation 
or even decline 28 of sales in 1955 and early 1956, 
followed by a revival at the end of that year. “ Un- 
planned ” additions to stocks of clothing and footwear 
in these years showed that, the most urgent needs 
having been covered, consumers were becoming more 
discriminating in their demands. In the Soviet Union, 
the “ clothing cycle ” appears very clearly from family 
budget data.2® In both workers’ and peasants’ 


28 The Hungarian Statistical Office has calculated an “ index 
of quality changes ” designed to allow for factors not normally 
reflected in a price index (e.g., a reduction in the number of 
matches in a standard matchbox). For the years 1949 to 1955 
(1938 = 100) the index is as follows (a fall in the index indicating 
a fall in quality): 95.0; 94.2; 93.2; 90.4; 87.0; 86.0; 85.0. 


26 A very rough indication of relative levels of consumption 
of manufactured goods can be derived from a comparison of 
values of retail sales of such goods (including, of course, some 
producers’ goods) converted to roubles at the exchange rates 
applied to non-commercial transactions. These were fixed so 
as more or less to equate the real living costs of tourists, diplo- 
mats, etc., in each country. The comparison for 1956 is as 
follows: 

Annual per capita retail sales of manufactures in roubles 


Bulgatiay пси 1168 Poland! pens р мовою 1699 

Czechoslovakia ...... 2326 Rumania, о enw 932 

Eastern Germany ..... 2369 Soviet Union ......:. 1224 
1844 


Hungary 

27 See Appendix Tables V and VI. In Rumania, not included 
in those tables, the volume of sales of textiles and footwear is 
stated to have risen by 50 per cent in 1953 (after a fall in 1952) 
but by only 27 per cent over the following four years. 

28 The over-all value figures conceal the decline in quantity 
of sales because of the growing importance of ready-made 
clothing in relation to fabrics. In Rumania, sales of cotton 
cloth decreased by 16 per cent in 1955, those of woollens by 
14 per cent. In Czechoslovakia, the decrease between 1954 
and 1956 was 8 per cent for cotton cloth, 20 per cent for silk, 
12 per cent for woollens. 


22 See Appendix Table II. 
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families, the 1955-1956 level of purchases of tissues is 
well below that of 1954, and in workers’ families the 
same applies also to footwear and ready-made clothing. 


The figures in Table 7 suggest that, in the four 
countries for which data exist, consumption of cotton 
fibre is not noticeably different from pre-war levels *° 
and of about the same order of magnitude as in 
western European countries. Wool consumption is, 
however, well below north-western European levels. 
Eastern Germany has the highest staple-fibre con- 
sumption (per capita) in the world, and use of man- 
made fibres — though not of the latest synthetics — 
is significant in several other countries. 


In all countries except Bulgaria the share in retail 
sales of “ other manufactures” than clothing and 
footwear has increased considerably during the years 
1953 to 1957, but producers’ goods of various kinds 
have certainly contributed significantly to the rapid 
growth of total sales in this category. Thus in Hungary 
the value of retail sales of building materials, agri- 
cultural tools and implements, artificial fertilizers and 
insecticides passed from 261 million forints in 1952 
to” 2,423 millions in” 1957" (Gn ‘current prices)” Вы 
even if all identifiable producers’ goods are excluded, 
there is still a 100 per cent increase in the turnover of 
“other manufactures” as against a 68 per cent rise 
for clothing and footwear. In the Soviet Union, 
where the retail network even distributes such supplies 
as lorries for collective farms and _ prefabricated 
houses, the miscellaneous group — composed mainly 
of producers’ goods — accounted for some 13 per 
cent of non-food turnover in 1950 and almost 16 per 
cent in 1955, with an even faster subsequent rise in 
its share. 


As in western Europe, consumers’ durable goods 
have been the most dynamic element in private con- 
sumption in recent years; *! but everywhere in eastern 
Europe supplies of such goods — with the exception 
of a few items such as bicycles and radios — are still 
very small. Prices are extremely high in relation to 
average wages, and minor changes in the incomés or 
preferences of the relatively few who can afford 
consumer-durables may cause considerable upheavals 
in this small market. In the Soviet Union the situation 
is rather different, with some durable goods — such 
as television sets, radios and sewing machines — 
sold at prices which in relation to those of other high 
quality consumers’ goods (e.g., a good suit) are 
lower than in eastern or western Europe. 


It is plain from the level of annual sales during the 
post-war period that consumers’ stocks of durable 
goods must generally be small, and more precise 


50 See the Survey for 1953, Table 32. 
31 See Appendix Table Ш. 


indications exist for two countries (per 1,000 in- 
habitants): 


Poland Czechoslovakia 4 
End-1957 — 1960 1965  Епа-1957 1965 
stock planned planned stock planned 
Ва в. 85 166 250. 236 250 
Television sets .. 0.8 16 ip 13 125 
Washing machines. 8.3 34 87 120¢ 
Refrigerators. . . 0.8 5 31 12 
Sewing machines . 29 33 62 53 
5959 оп о о 55) 100 188 
Motor cycles, scoot- 
Ее бет 12 29 60 36 63 
Passenger cars . . 7! 3 6 9.6 23 


Sources : Rudé Ргауо, 26 October 1958 and 28 January 1959; and Trybuna 
Ludu, 24 October 1958. 


@ Estimates assuming four persons per household. 
Ь Only sets with valves. 
с Including wash-boilers, but not collectively used washing machines. 


In Czechoslovakia the stock of radios and television 
receivers seems to approach western European levels 
(see Table 12 of Chapter V), but the differences for 
some other items are very great, and are naturally 
even greater in the poorer countries of the region. A 
comparison with the figures in Table 7 strikingly 
demonstrates the high ratio of current annual sales to 
total consumers’ stocks of such goods as television 
sets, washing machines and refrigerators. Indeed, 
production or imports of such goods have been 
practically non-existent in most countries of the 
region until very recently, while supplies of motor- 
cars for the ordinary consumer have been rigidly 
restricted.” 


A considerable pent-up demand, based largely on 
accumulated savings, has supported the recent boom 
in sales of consumer-durables. It is uncertain how 
long the current rate of sales could be maintained out 
of current incomes if prices remained unchanged; 
but the introduction or extension of hire-purchase 
facilities everywhere during 1958 will now tend to 
reinforce demand.** There is, in fact, no sign as yet 
of even temporary saturation of demand at current 
prices for any of the newer consumers’ durable goods 
— with the possible exception of the Polish motor-car 
market — though in some branches (e.g., radios) con- 
sumers have become more discriminating. For 
furniture, accumulated needs swelled current demand 
up to about 1955, and the possibility of a later slacken- 
ing now seems to be postponed for some time by the 
rising rate of dwelling construction in most countries.%4 


aoe Per capita sales of durables in the Soviet Union and 
information on their prices (see section 2) tend to indicate, 
however, that the lag of standards behind those of the most 
developed countries of eastern Europe is much smaller in this 
sector than that for high quality food and clothing. 

33 See the Economic Bulletin for Europe, Vol. 10, No. 3, p. 28. 

84 The introduction of hire-purchase facilities in eastern 
Germany in October 1956 was motivated to a large extent by 
the weakness of the furniture market, despite continuing 


shortages of particular types of furniture. (Der Handel, Nos. 11 
and 12, 1958.) 
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Indicators of changes in housing stocks in eastern Europe and the Soviet Union 


Floor space in : 
Thousands thousands of Dwellings metres he 
Country of square metres per thous- aes f 
dwellings and inhab- bn sbeadwans 
it t ss 
Useful Net ine Useful Net 
Soviet Union 
Towns only 
Cie ha <a 
ane о Sa ae 180 000 oa HS 
6 11 400 421 000 188 
1950 Se 
ea 13 900 513 000 199 
1956 ue 
fee: 17 300 673 000 199 
1957 | 
8 721 000 
Bulgaria 
Stock at end-1948 . . . 1 630 ce 43 300 РИ ac 6.0 
Stock at end-1954 ae: 1719 87 657 48 457 229 lea 6.5 
of which : in towns Е 478 24 375 10 373 ИЛ 10.8 4.6 
in countryside . . 1241 63 282 38 084 8] 12.1 И.Э 
Construction 1955 to 1956 sat ae 3 455 
Estimated replacements 1955 to 1956 320 
Estimated stock at end-1956 51592 
Czechoslovakia т 
Stock at 1 March 1950. . 3 613 139 700 а 98 000 * 292 11.3 а 7.9 
Construction 1950 to 1957 2 364 15 300 
Estimated replacements 1950 to 1957 57 2 090 ae м a Ke 
Estimated stock at end-1957 3 920 153 000 а 106 800 294 11.4 а 8.0 
Eastern Germany 
Estimated stock at end-1950 4 300 193 000 135 000 234 10.4 Wee} 
Construction 1951 to 1957 5 302 18 655 13 000 
Estimated replacements 1951 to 1957 100 4 000 2 800 5 as ks 
Estimated stock at end-1957 4512 207 655 145 200 259 11.9 8.3 
Rooms per thousand 
Hungary inhabitants 
Average of the 1930 and 1941 censuses . a: 258 388 6 
Stock at end-1949.... ри 2 492 AS 274 3896 
Construction 1950 to 1955 135 5 000 * ов 5 
Stock atend-1955 .... 2577 ba 268 379 5 
Construction 1956 to 1957 WA ay eae 
Stock at end-1957 . 2 629 274 389 
Rooms 
Poland (thousands ) if 
Stock at 1 February 1946—towns only . : 4 410 588 
Stock at end-1950 . ay 5 850 13 390 535 
of which : in towns 6 140 667 
in countryside . ne 250 459 
Construction 1951 to 1955 383 996 ae 
Stock at end-1955 . 14 070 513 
of which : in towns 6 900 Sy 
in countryside . У 7 170 467 
Construction 1956 to 1958 Sis) if 4 624 
Stock at end-1958 . OR ERA eS fe - ss о о a: 
ВН О и 


Sources : The European Housing Situation, Geneva, 1956; national sta- 
tistics; SURVEY for 1955, p. 226, and material supplied by governments to 


the Housing Committee of ECE. 


Note, — “ Useful” area includes all floor space: “ 


only living-rooms and kitchens. 


” area includes 


@ Excluding kitchens with less than 12 sq. metres. 
Ь Only population actually occupying dwellings. 
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In the Soviet Union, for example, furniture output 
in 1960 is planned to be 65 per cent greater than 
10-1952. 

A continuation of the recent rates of growth of 
supplies of some durable goods may produce new 
problems of satisfying ancillary demand — some of 
which have already appeared. Thus, in Hungary out 
of about 210 MW of household electrical equipment 
sold in 1957, some 40 MW could not be installed for 
lack either of adequate electric power or of meters, 
and the disproportion became worse ш 1958.36 
Similarly, repair facilities and filling stations might 
become a bottleneck limiting the rate of expansion of 
the motor-car park. 


Housing 


Together with consumers’ durable goods, housing 
has been the sector where the competition of invest- 
ment for resources has been most acutely felt in all 
countries of the region. In general, the early post- 
war long-term plans theoretically provided for stabili- 
zation or even slight improvement of the over-all 
housing situation, though they certainly implied a 
deterioration in the more rapidly growing towns and 
made little allowance for replacement needs. In fact, 
these plans were realized only in Bulgaria and the 
Soviet Union.” Urban housing standards therefore 
everywhere deteriorated markedly until about the 
mid-’fifties, with lack of maintenance — especially up 
to about 1953 — intensifying the в of low rates 
of new building. 


From 1954 onwards higher priorities for housing 
have raised rates of construction everywhere (see 
Table 8), and facilities for private and co-operative 
building have increasingly supplemented state acti- 
vities. By now, the rate of construction in practically 
every country surpasses the minimum requirements 
determined by replacement needs and population 
growth, but only in Bulgaria and eastern Germany 
has it yet sufficed to bring about any noticeable 
improvement over the national average standards 
(in terms of per capita living-space) of the late ’forties 
or early ‘fifties. In eastern Germany, however, the 
improvement is due as much to emigration as to 
increases in the total housing stock. The post-war 
housing is generally better equipped (with water and 
electricity supply, bathrooms, etc.) than most of the 
older dwellings; but it is still too small a proportion 
of the total, except in the Soviet Union, to have 
significantly improved the average quality of the 


35 See the Economic Bulletin for Europe, Vol. 10, No. 1, p. 29. 

8° Statisztikai Szemle, No. 10, 1958. 

37 See the Survey for 1955, рр. 223-226. In the Soviet 
Union the state housing targets of the 1946-1950 Plan were not 
attained and those of the subsequent Five-year Plan were reached 
exactly. 


housing stock. Only statistics of urban housing are 
available for the Soviet Union, from which it is clear 
that the density of housing occupation in towns has 
declined significantly since 1954. 

As the figures in Table 8 illustrate for other coun- 
tries, such improvement as there has recently been in 
country-wide average housing stocks generally con- 
ceals a continuing deterioration — or at best a stabili- 
zation — in the towns. Despite the concentration of 
state housebuilding in urban areas, the rapid movement 
of population from the countryside to the towns in 


TABLE 9 


Indicators of the growth of health and education services 
in eastern Europe and the Soviet Union 


Doctors рег Hospital beds@ Pupils per 
Country and year 7 per 10,000 teacher in 
inhabitants inhabitants general schools В 

Bulgaria 

(EBON eens 5.0 20 36 

Еж. И 57 с 26 

ПИ ae 12.2 71 25 
Czechoslovakia 

NCB 8.1 33 37 

О cri: 10.2 62 29 

LOS ie ee ona 15.4 72 26 
Hungary 

OS Sire 11.6 51 42 

IERIE) Sag es 11.0 56 34 

LOS Te Be. Tks 14.4 70 24 
Eastern Germany 

1950 и fs 102 32 4 

WE 2 5 6 ns ti? 25 € 
Poland 

1938 Shi 20 61 

1953 5.4 39 32 

1957 7.9 43 32 
Rumania 

Oe ee wb ofa ud. at 5:3 20 35 

94 Sige ie mas T.4f 25 28 

о о а ae 25 48 22 
Soviet Union 

S40 eee 7 41 29 8 

Е, 14 SB) 234 

LO Sie Poe 17 70 . 16 8 
eee ee ee |e ee и 


: National statistics. 


@ All beds in medical establishments, but definitions are not quite comparable 
in all countries. 


Sources : 


Ь In principle compulsory schooling, but pre- and post-war definitions are 


ea quite comparable and demographic changes affect the figures consider- 
ably. 


1952. 

1951. 

1956. 

Including dentists. 

All general schools (classes I-X), including those for adults. 
Excluding general schools for adults. 
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the post-war years has produced progressively greater 
urban overcrowding during most of the period; 
and current building programmes hold out little 
hope of more than a relatively slow improvement in 
this situation, except probably in the Soviet Union. 
There an immense urban building programme, super- 
imposed on an existing very small per capita housing 
stock, should soon have a fairly marked impact on 
average standards, even though the Seven-year Plan 
(1959-1965) seems to imply that nearly one-third of 
new construction will be for replacement of existing 
housing space, as compared with about one-tenth 
during 1951-1957. 


Only Czechoslovakia and eastern Germany, of all 
the countries of the region, as yet approach the 
housing standards (in terms of per capita living space) 
reached in north-western Europe (see Tables 8 and 9 
of Chapter V), and even then the gap is still large. 
Thus, better housing can be expected to hold a high 
‘place on the scale of consumers’ preferences in eastern 
Europe and the Soviet Union for some years to come; 
and current plans suggest that it will in fact be an 
important element in the future improvement of 
general consumption standards in most of these 
countries. 


Health and Education 


In contrast with developments in the housing 
field, there was an immense extension of the coverage 
of health, education and other cultural services 
in the early reconstruction and post-reconstruction 
years. Comprehensive health insurance schemes were 
everywhere introduced for wage and salary earners, 
and later extended in varying degrees to the farm 
populations; and a cultural revolution found part of 
its expression in a rapid expansion of secondary and 
university education. Investment in the necessary 
material facilities and, even more, in the training of 


doctors, teachers, etc. was rapidly expanded and 
professional employment in social and cultural 
services greatly increased, not only absolutely but 
also in relation to the total active population.*8 


If “consumption ” of social and cultural services 
is measured by employment in these services, or by 
the share of their wage-bills in the total, it certainly 
increased faster in the early years than in the later 
’fifties.*° The number of school places and of hospital 
beds also increased very rapidly (see Table 9) but, 
nevertheless, the provision of physical capital has 
very seriously lagged behind the growth of the services 
it supports. For example, the rise in the number of 
schoolrooms has not nearly kept pace with the 
increases in numbers of both teachers and pupils, and 
hospital space available per hospital bed has tended 
to decrease in some countries so that overcrowding 
is a pressing problem. 


This “overcrowding” of social facilities, unlike 
similar phenomena in some other service sectors 
(e.g., passenger transport), can hardly be attributed 
to failure to provide them with a generous share of 
investment resources in relation to other claimants, 
though the original extremely large investment plans 
for this sector were not generally fulfilled. It is rather 
to be attributed to the boldness of the health and 
education plans. However, the consequence of the 
present situation must be that these sectors will 
remain heavy claimants on investment resources for 
some time to come even without any quantitative 
expansion of the services provided. The same applies 
to all services linked with urbanization—drainage, 
local transport, power supply, etc. 


38 See the Survey for 1957, Chapter VII, pp. 61-62. 


39 Rumania, with practically unchanged employment in this 
sector from 1950 to 1953, and eastern Germany may be excep- 
tions. In the latter country emigration has limited the rise 
in the numbers in professional employment over the whole 
period. 


2. THE COMPOSITION OF PERSONAL EXPENDITURE 


The broad outlines of the picture of consumption 
in eastern Europe and the Soviet Union today show 
adequate provision for basic needs of food and 
clothing, though range of choice, regularity of supplies 
and quality, while improving, still leave much to be 
desired and the special difficulties of large families 
with few wage-earners still persist. Supplies of 
consumers’ durable goods are generally rising fast, 
but are still small except for a few items. Standards 
of urban housing are everywhere low — sometimes 
extremely low — and ancillary services overstrained, 
as is the physical equipment of the — usually very 
comprehensive — social services. Standards vary fror 
country to country, with Czechoslovakia and eastern 


Germany generally at the top of the range and 
Bulgaria and Rumania (and, undoubtedly, also 
Albania) at the lower end. Within each country there 
are fairly wide variations from one social or income 
group to another, both in the trend of consumption 
standards over the post-war period and in the levels 
currently achieved. Not only have some groups 
suffered absolute as well as relative losses since before 
the war (as has happened in western Europe also), 
but the fluctuations in average per capita consumption 
levels in most countries — the fall in the early ’fifties, 
the recovery about 1954 and the further rise in 1956- 
1957 — have impinged more sharply on some groups 
than on others. 
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The Structure of Consumers’ Expenditure 


Outside Hungary and Poland no estimates of the 
detailed composition of aggregate consumption have 
been published, and such computations would not, in 
any case, cover the full range of consumers’ expen- 
diture including services or be comparable with the 
national accounts data for western European countries 
discussed in Chapter V. The analysis of structures of 
consumption expenditure in the remainder of this 
section therefore had to be based on data derived 
from family budget inquiries. Though these data are 
not entirely satisfactory for this purpose they are the 
only source from which indications of the composition 
of personal consumption (including services) can be 
obtained.*° 


Despite differences in real consumption standards, 
the pattern of expenditure by wage-earners’ families, 
as revealed by family budget inquiries, shows con- 
siderable similarities from one country to another. A 
typical feature is the high proportion of income spent 
on food, which clearly absorbs 40 to 50 per cent, or 
even more, of net family expenditure (excluding 
taxes, social security payments, etc.) everywhere in 
eastern Europe, and with drink and tobacco added 


‘the share rises to some 50 to 60 per cent (see Table 10). 
No comprehensive data on household expenditure in 
the Soviet Union have as yet been published. How- 
ever, a description of the household expenses of a 
“typical working-class” Russian family (seven mem- 
bers with four wage-earners) shows 67 per cent of net 
income spent on food and drink in 1955 and 52 per 
cent in 1956. The decline is explained by improved 
supplies of foodstuffs in state shops in 1956, where 
prices are considerably lower than in the collective 
farm markets.‘ 


These proportions are roughly comparable with the 


national averages in southern European countries 
(see Chapter V, Table 3) and well above those 
registered in the rest of western Europe. Moreover, 
the more valid comparison with expenditure by 
workers’ families only in western Europe (of which 
one example is given in the third and fifth columns of 
Table 11) generally shows a similar, though less 
acute, contrast. These differences are partly explained 
by the relative cheapness in eastern Europe of rent, 
heat and lighting, and of some other services such as 
transport and entertainment, and by low expenditure 
on health and education services provided at nominal, 


ог no, direct charge to the consumer.” But the rela- 


40 The main weakness of the more recent family expenditure 
inquiries lies in their restricted coverage—usually concentrated 
on industrial workers—and in the methods of selecting the 
sample. Moreover, the inquiries undertaken before about 1953 
were so much less satisfactory that their results cannot safely 
be used to provide an indication of changes in expenditure 
structures over time. The limitations on the value of the inquiries 
already undertaken, and their potential usefulness, are discussed 
in more detail below. 


41 See Moscow News, 30 March 1957; the similarity of the 
distribution of this family’s expenditure with ECE secretariat 
estimates of the aggregate expenditure of non-farm households 
in 1955 was shown in the Economic Bulletin for Europe, Vol. 9, 
Мо р. 107. 


42 In some countries (e.g., Hungary) there has, however, been 


TABLE 11 


an increase recently in charges for higher education. 


Comparison of prices of main expenditure categories in western Germany and in Poland 
and the effect of price differences on the structure of expenditure к 


Structure of west German basket | Actual structure of 
Polish prices as Percentage expressed in: expenditure of Polish 
multiples of | deviation from west German Polish 1956 |Wage-earners’ ponies 
west German total expenditure 1953 prices prices in 1957 
| > aad Percentages Percentages 
Food : Ор ОН : 8.8 +17 43.2 50.5 57.9 
Drinks and tobacco (excluding coffee and tea) . : 5.8 —23 в. р Be 
Clothing and footwear... . ь 13.3 +77 ne т РТ 
Rent (including house repairs) т eg) —83 se = Oe: 
Furniture and household equipment : 6.8 —10 = a . 
Light and fuel . : 3.1 ay ms a x 
Health and hygiene Aes : 6.4 ee a a fa 
Transport and communications 7 4.5 = ae a 7 
Culture and entertainment : 3.8 = И ты = 
Other (including domestic service) . 4.7 — д в Ри. 
Total expenditure Ted — 100.0 100.0 100.0 


ESS ee 


b Households with per capita net incomes between 7,200 and 9,600 zlotys per 

movie see See” : year—i.e., households within an income range corresponding roughly to the 

а In this table the annual consumption expenditure of a wage-earner's family total expenditures (at Polish prices) of the western German families which 
of four persons, with about average family eS Ae pues ren Sip f és are the basis for the comparisons in other columns of this table. 

1953 at current prices in DM, is compared with its hypothetica! cost г Of which rent could not be more than 1 per cent (see footnote e to 


expressed in Polish 1956 prices in zlotys (total annual per capita expenditure 
amounted to 1,219 DM or 9,136 zlotys). 


Table 10) 
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TABLE 12 


Price-relatives: post-war prices 
in Poland and western Germany, 
pre-war and post-war prices in Hungary 


Item 


EOOd er re Oe ee ae 
Rye and mixed bread ....... 
WW Dea Gear een eae seer toe. es coats 


Па sn. su SE ae On 


Vegetables ое о оао 
Beetroot and саггоё....... 
Cucumbers and lettuce ..... 
НО suo ge & hoe a A 


а See oe ae 
Applesvand peatswae.my., cucu ies 
iPlumsanducherricss anne 
Driedviruitech. we; Fook) | i =e 
Imported sfruit Я а о ав ee 


ИВА. ое ns Le 


Eggs an. eee TSP es 
Margarine’ паре аи 
Винер ое М, ыы 


Во о сн 


Brandy о о keke 


Clothing and footwear ........ 
Mens clothes. и. 
Material en. @ ee ee st ee 
DOWINE ce ee alii (eke sire cae 


Footwear tiniest ck omen ee ci 
Men’s leather shoes. ..... . 
Men‘stother shoes) =) ue 


Wnderwear ms Gl ое 
Jewellery, including watches ..... 


” Furniture and household equipment. . . 
Furnitures о бе ce ee en 


Еесвиса! ечиршейе. о, 
Ме! роз ава pans’) 2) a0). . 


Heathand:lightia ae ee: 
Мои. о. м 
Hard!coalsy о ем 
И а п Sees ee м 


Нузепегапа Веда! 24)... . : 


Personal hygiene oe 
Services (hairdresser, etc.) 


Soap, cosmetics, etc. ...... 
Healthier. О о о-в 


Medical services 


Rent (excluding repairs) ......, 


Transport and communications 


Personal transport 


Culture and entertainment 


Papers and books 
Vacation and recreation 


Theatres and concerts 
Cinemat о пробе 


ео сатет т ee) cnn 


Public transport ..,. р im р 


Postalvexpensesa aaa а ee teae 


ее о оп орон 


Эроге еашртеве ..5..4.4... 


Polish (1956) 1955 prices as 
prices as multiples multiples 
of westGerman of 1938 prices 


(1953) prices in Hungary 
8.8 J PRES 
4.8 
8.2 \ 19 
5.0 19.3 

10.9 а 13.5 
3.1 13.25 
14.1 8.6¢ 
18.8 9.8 
18.5 а 9.4 
9.8 6.0 
14.5 6.3 
16.0 3 
34.4 ie 
8.8 10.0 
14.7 oe 
6.1 10.9 
11.7 20.3 
6.2 17.2 
24.2 Ses 
8.5 18.7 
5.5 ae 
5.0 9.0 
6.2 15.3 
Syl 10.4 
15.0 
4.8 
21.6 
12.2 ae 
6.8 127 
322 
5.8 55 
Pee 21.3 
2.9 6.3 
6.3 18.0 
1.8 6.0 
13.3 14.4 
12.9 14.0 * 
15.9 er 
5.4 12.4 
13.7 12.1 
17.1 15.7 
7.5 ae 
16.5 20.0 * 
24.5 
6.8 13.0 
5.0 14.3 
351 “ts 
10.0 5.34 
7.8 15,5 
Sill 6.4 
1.7. 12.6 
Pos) 9.6е 
2.4 Pe?) 
3.6 1.7 
6.4 x. 
dps) se 
5.4 5.0f 
9.3 #5. 3.2 
4.3 
6.0 
3.4 4.6 * 
1.0 2.4h 
4.5 29 
Dep) РЕ 
8.37 10.0^ 
2.9 a 
3.8 ee 
0 
1.6 6.0 
6.0 
9.3 р 
2.8 4.8 
2.8 6.3 


tively lower real consumption of industrial goods — 
not fully offset by their higher relative prices — and 
low rates of saving are also important contributory 
factors. 

Nevertheless the differences in price structures are 
great enough to make a comparison of expenditure 
patterns a poor guide to the assessment of differences 
in living standards between eastern and western 
European countries. Similar patterns of family 
expenditure would, for example, imply probably a 
greater quantity of food consumed and better educa- 
tional, cultural and health services, in the eastern than 
in most western European countries. The very wide 
differences in relative prices between Poland and 
western Germany are illustrated in Tables 11 and 12.% 
The most highly priced goods in Poland, by compari- 
son with the west German price structure, seem to be 
“luxuries”, such as jewellery and watches, and 
goods with a particularly high import content — 
imported fruit, canned fish, margarine, wine, clothing 
materials and leather footwear. Within the food 
group, there is a wide gap between the relatively 
cheap staple foodstuffs and the rest. Services of all 
kinds, including tailoring and dressmaking, are 
relatively cheap in Poland and so are fuel and light.*4 


If the west German family which is the subject of 
the comparisons in Table 11 were to maintain its 1953 
consumption pattern but to pay for it at Polish prices, 
the structure of its expenditure would naturally be 
radically altered, but still very different from that of a 
Polish family with a roughly similar per capita income. 
However, the combination of varying price elasticities 
of demand with the strikingly divergent price struc- 
tures, and traditional differences in consumption 
habits, can hardly account completely for the contrasts 
illustrated in the last two columns of the table. Even 
though the high prices, in relation to incomes, of 


43-The price structures of the two countries have not greatly 
changed since the dates shown in the tables. 


** Some prices which appear ridiculously low—wood, paper, 


ee transport—were raised in 1957, as were prices of alcoholic 
rinks. 


Notes to Table 12 
Sources : See Appendix В. 


Note. — The Hungarian price-relatives referring to groups of com- 
modities or services are based on post-war weights. This means that a whole 
range of luxury goods is excluded from the comparison, leading to a narrowing 
of the “ spread” since such items increased in price relatively more than the 
necessities. 


a Price relatives for vegetables and fruit are certainly understated in the 
Polish-west German comparison since the retail price estimates for Poland 
exclude out-of-season fluctuations. 


Carrots only. 

Cucumbers only. 

Radios. 

Brown coal. 

Hairdresser only. 

Soap only. 

Of which : subletting — 10.0. 

Local transport only. 

Bicycles, motor cycles, cars and their upkeep. 
Of which : bicycles — 8.6, motor cycles — 11.7. 
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many durable goods and of good-quality clothing 
must lead many wage-earners to regard the task of 
saving enough to buy them as completely beyond their 
possibilities,** shortages ог irregularity of supplies 
have also contributed to the relatively low expenditure 
on such goods in the typical Polish family. Similarly 
housing expenditure is kept low partly by insufficiency 
of supply, in the sense that people would be prepared 
to pay more for better accommodation and to sacrifice 
some other items of actual consumption. 


By and large, the example of Poland may be taken 
as typical of price relations between goods and services 
in other countries of the area. Calculations of price 
and expenditure relatives for these countries would, 
however, show wide variations in relative commodity 
prices, with a considerable narrowing of the gap 
between prices of agricultural and of the more highly 
manufactured industrial products, and higher relative 
consumption of these products in real terms, in the 
more industrialized countries such as Czechoslovakia, 
eastern Germany, and (except for clothing) the Soviet 
Union. The lower shares of expenditure absorbed by 
clothing and footwear in Czechoslovakia and eastern 
Germany than in the other countries covered by the 
data in Table 10 reflect the lower relative prices in 
the former countries, where physical indicators show 
higher levels of real consumption. A recent study 
indicates even that some manufactured goods — such 
as radios and television sets, sports goods and 
electrical equipment — are cheaper, relatively to other 
goods, in the Soviet Union than in the United King- 
dom.*¢ 


That the contrasts between eastern and western 
European price structures in recent years represent 
more than a perpetuation of traditional differences 
is illustrated by the changes in Hungarian prices from 
1938 to 1955, shown in Table 12. Despite the fact 
that post-war weights were used for the computation 
of group averages, thus reducing the influence of some 
luxury goods for which prices rose particularly steeply, 
the ratios again cover a fairly wide range. Prices of 
services show markedly smaller than average in- 
creases: at the other extreme, clothing and non-staple 
foodstuffs have become relatively dearer. 


The Influence of Income on the Composition 
of Expenditure 


In the countries for which separate data have been 
published for manual and non-manual workers 
— Bulgaria, Czechoslovakia and Poland — the differ- 
ences in their average patterns of expenditure appear 


45 The virtual absence until recently, and the present limited 
scope, of hire-purchase facilities have also tended to limit effective 
demand for such goods. 

46 А. Nove: “ The Purchasing Power of the Soviet Rouble”, 
Bulletin of the Oxford University Institute of Statistics, No. 2, 
1958. 


to be very small, manual workers spending a somewhat 
higher proportion of their incomes on food, drink and 
tobacco and less on services. The virtual disappearance 
of such class differentials in expenditure, which were 
significant before the war, can be ascribed to a variety 
of factors, including the equalization of incomes 
between social classes, the educational and cultural 
revolution and, not least, the supply limitations 
already mentioned. There are also signs that the gap 
between the countryside and the town is slowly 
closing. In the Soviet Union, for instance, expenditure 
on so-called “cultural and educational” goods and 
services (which include such goods as radios, watches, 
bicycles and toys, as well as books, music, etc.) in- 
creased from 1953 to 1956 by about 50 per cent among 
industrial workers and by about 200 per cent among 
collective farmers. In Hungary expenditure per family 
on clothing in 1956 was only 18 per cent lower, and 
that on household durable goods only 15 per cent 
lower, among individual peasants than among wage- 
earners; and peasants spent 35 per cent more than 
wage-earners on miscellaneous manufactures such as 
radios, bicycles and motor cycles, sewing machines 
and musical instruments. 

However, the size of per capita family income has a 
considerable influence on the pattern of expenditure 
(see Tables 13 and 14) despite the restrictions on the 
free expression of consumers’ preferences imposed by 
supply limitations. Dual pricing of many agricultural 
products (state and free-market prices) together with 
secondary, and higher-priced, sources of supply of 
manufactured goods (such as private shops or the 
resale of privately imported goods) and sales at 
illegally high prices, mean that “rationing by the 
purse ” of scarce goods is more effective than might 
be expected in economies with official control of retail 
prices. But this duality of prices tends to exaggerate 
the apparent income elasticity of demand for the 
goods affected, since households in higher income 
groups buy more through the high-price channels of 
supply than does the average family.*” 

In the countries covered by the figures in Table 13, 
per capita joint family income appears to be an im- 
portant determinant of the share of food in total 
expenditure; and in Poland, where the range of 
incomes analysed is the widest, the share varies with 
rising income from about 75 per cent to 40 per cent. 
The smaller variation recorded for eastern Germany 
is due partly to the smaller range of incomes considered 
and partly to the distorting effect of rationing, still in 
force in 1956. 

But despite the negative correlation of the level of 
income with the proportion spent on food, the absolute 


47 By the same token an improvement in supplies in state 
shops may actually result in a fall in family expenditure on 
the item concerned, as already mentioned above in a Soviet 
example. 
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TABLE 13 


Composition of expenditure by income group in Bulgaria, eastern Germany, Hungary and Poland 


Percentages of total expenditure within each income group 


ncome group 2 Food Heat Household Clothing 
Country } "i host and Rent 5 and and indus- and Other 
currencies) beverages light trial goods footwear 
ый Ро Ч: te ey Е ee a le SS НЕ 
(Об. Below 2500... 57.0 Te, 3.8 2.6 197 ie 
oie ik we 2 501-3 500 51.9 п вт 3.8 16.3 2312 
3 501-4 500 47.9 1.2 4.0 4.0 16.3 26.6 
4 501-5 500 с 44.7 12 322 4.5 16.0 30.4 
Абоуе 5 50... 43.4 1.3 Bi 4.9 16.6 30.6 
rmany (1956 Below 300 5722 6.6 3.6 10.2 8.8 13.6 
в. в 300-27 и 51.8 5.7 3.3 11.4 10.7 ти 
Above 470 45.3 4.6 2.8 12.8 13.8 20.7 
Hungary (1957) ........ Below 400 60.3 2.6 5.8 3:2 12.6 15.5 
401-600..... 54.9 2.4 5:5 53, 15.5 16.4 
601-01 50.4 2.2 5.1 6.5 17.1 18.7 
801-1000 . 46.5 21 5.0 8.3 18.6 19,5 
Above 1 000 40.4 Dl 4.4 НИЕ, 19.7 Я) 
Poland (1957)¢ 
WIOLKEIS fe) oe ote eee Below 4800... 64.9 в? 4.4 16.1 11.4 
4 800-7 199 60.6 4.0 SEI) 16.4 Keys. 
7200-9599 ... 55.0 4.2 wa 18.9 19.2 
9600-11999 . . 55 4.9 31 19.0 215 
12000-17999 .. 47.5 5.0 3.0 21.6 22.9 
Above 18 000 38.5 Wil 1.7 225 29.6 
Technical personnel ..... 4 800-7 199 50.8 4.1 8.9 14.1 22.1 
7200-9 Зо 47.6 6.6 3.8 173 24.7 
9 600-11 999... 46.0 57 3.2 ey 28.1 
12000-17999 . . 43.2 4.3 2.4 18.3 31.8 
Above 18 000 35.3 4.6 Del 20.6 36.8 
Administrative personnel . . . | 4 800-7 199 55.5 4.7 3.9 16.1 19.8 
7200-9599 ... $1.8 4.2 4.6 20.8 18.6 
9 600-11 999... 47.9 3.6 Sig 222. 232 
12 000-17 999 43.6 is 2.8 23.4 225] 
Above 18 000 40.1 7.6 ih? 16.6 34.5 


Sources : Bulgaria and Hungary: direct communications from govern- 
ments; eastern Germany: Der Handel, No. 9, 1957; Poland: Rocznik Sta- 
tystyczny 1958. 

а The choice of income break-down varies among countries: the Bulgarian 
and Polish intervals refer to annual per capita family income, those for 


amounts spent on food are considerably greater in the 
higher than in the lower income groups. The income 
elasticities of expenditure 48 shown in Table 14, and 
the data on per capita food consumption in Table 15, 
indicate that there is still scope for both quantitative 
and qualitative improvement in diets in these countries. 


48 Т.е. the percentage change in expenditure on a given item 
for each one per cent change in income from one income group 
to the next. The calculations have been carried out by consider- 
ing broad movements of group averages and therefore indicate 
only the orders of magnitude. The concept used is usually 
referred to as the income elasticity of demand; owing to the 
limitations of supply it is perhaps more appropriate to speak 
here about the income elasticity of expenditure on a given 
item. 


Hungary to monthly per capita family income and those for eastern Germany 
to monthly family wage income (of four-person families only). 


Ь For Poland, including furniture and household goods. 
С See footnote с in Table 10 and 6 above. 


The wide differences between the higher and the lower 
income groups in per capita consumption of such 
goods as eggs, meat, butter, vegetables and fruit in 
Poland and Hungary witness to the fact that even 
such foodstuffs are, for many families, too expensive 
to buy in quantity, and that the point of satiety is still 
far ahead.*® The desire for a better-quality diet is 


“° The differences in consumption are somewhat exaggerated 
by the data in Table 15, since these refer to consumption per 
head rather than per equivalent adult consumer. Polish budgets 
show that the average number of equivalent adult consumers 
increases somewhat with rising income per head, reflecting the 
fact that income per head tends to be higher the smaller the 
number of children in the household and the larger the number 
of male wage-earners. 
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—— TABLE 14 


Income elasticities of expenditure in broad categories? in eastern Germany, 


Income group 6 


Hungary and Poland 


Household 


Country (in nation Food and H i 
al Rent ¢ eat and : _ Clothing and 
currencies) beverages light a ет footwear 
Eastern Germany (1956) ie 
. 0.47 0.68 1.48 1.87 
0.63 0.42 0.54 1.37 1.87 
1 ДО СУ a ae 
0.71 0.74 0.89 3.22 et 
0.69 0.72 0.72 1.82 1.40 
0.63 0.75 0.85 2.37 1.41 
0.55 1.06 0.61 235 1.21 


Poland (1957) 4 


0.77 


Sources: As for Table 13, 


a Percentage increase in expenditure for each 1 per cent increase in income 
from one income group to the next. 


evidenced not only by low elasticity coefficients for 
the staple foodstuffs (rye-bread and potatoes) and 
high coefficients — often exceeding unity — for such 
items as fruit and vegetables, and in Hungary meat 
and butter, but also by higher unit-prices paid by the 
families with higher incomes. For instance, in the 
1956 Hungarian budgets the average price per kilo- 
gramme of “fruit” varied from 3.91 forints in the 
lowest income group to 5.14 in the highest, and that 
of “ vegetables ” from 2.93 to 3.53 forints. 


Expenditure elasticities for such goods as clothing, 
household equipment and consumer-durables are very 
high, with expenditure rising sometimes two or even 
three times faster, from one income group to the next, 
than per capita household income.*® This points to 
the existence of wide potential markets. Moreover, 
demand for the most “luxurious ” durables, such as 
cars and individual houses, is insufficiently reflected 
in the family budgets on which Tables 13 and 14 
are based. Since these refer to households of workers 
and employees, they omit the richest layers of society 
—such as writers, artists, university professors and 
senior civil servants — who constitute the present, 


50 Tittle regularity appears, however, in the variation of the 
elasticities with income levels. This is due both to the small 
number of households sampled (particularly in Poland) and 
to the smallness of expenditure on such items. Nevertheless, 
a tendency is noticeable, both in Poland and in Hungary, 
for the income elasticities for clothing and footwear to be 
greater at the lower than at the higher income levels. 


Ь Average incomes in intervals shown in Table 13. 
с For Poland including furniture and household equipment. 
А Workers only. See also footnote с in Table 10. 


and for some time to come the potential, customers 
for such goods. 


Thus family budget data reinforce other indications 
that consumers’ durable goods and housing, together 
with high-quality clothing and food, are likely to 
absorb increasing shares of consumers’ expenditure at 
present relative prices with rising incomes, but that 
the share of the whole food and drink group in the 
total can nevertheless be expected to decline. Any fall 
in the relative prices of industrial products with rising 
supplies might be expected up to a point to reinforce 
this tendency, given the faute de mieux character of 
some part of past expenditures on food and drink; 
and the figures in Table 10 in fact indicate a recent 
fall in the share of food in the total expenditures of 
similar family groups in the two countries — Bulgaria 
and Czechoslovakia — for which relevant data exist. 
While this represents a trend not duplicated in the 
richer countries of western Europe (see Chapter V, 
Section 2), in some other respects consumers’ desires 
are similar in the planned economies to those apparent 
in the rest of the world. The fashion for consumer- 
durables in particular, which originated in the United 
States and swept western Europe after the war, has 
certainly penetrated into eastern Europe as well, being 
in some instances reinforced by local economic 
circumstances. Demand for washing-machines, 
vacuum cleaners and other labour-saving devices is 
intensified by the high level of employment outside 
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the home among married women, and demand for 


refrigerators by the irregularities of su ly of som 
foodstuffs. рр те 


Another field in which consumers expenditure can be 
expected to increase, though this cannot easily be 
deduced from family budgets, is that of services.52 
The current ambitious building plans are bound to 
add to per capita living space and therefore to the 
amount paid in rent, even if rent policies do not 
change in the direction of bringing charges nearer to 
cost. Moreover, private and co-operative building are 
everywhere encouraged, together with purchases of 
publicly-owned houses in some countries, thus opening 
new outlets for consumers’ expenditure.*? The element 
of distributive services in expenditure on goods also 
seems likely to rise in future. 


The Usefulness of Family Budget Enquiries as a Tool 
for forecasting Expenditure Patterns 


Bearing in mind the contrasts, referred to in 
Chapter V below, between the income elasticities of 
expenditure at a moment in time derived from family 
budget studies in western Europe and the observed 
elasticities of aggregate consumption expenditure over 
time, the question arises whether family budget en- 
quiries in eastern Europe can provide a basis for assess- 
ments — going beyond the rather broad deductions 
drawn above — of the future structure of consumers’ 
demand in these countries. It is certainly true that an 
undiscriminating use of elasticities derived from 
family budget data for the projection of future demand 
structures is bound to be misleading. For example, 
such a projection would implicitly assume that the 
family whose income increases immediately acquires 
the consumption habits of the income group which it 
joins, and that a peasant family moving to town 
immediately adopts urban patterns of consumption.°* 
Such assumptions are obviously rather distant from 
the truth and, in periods of fast increase in income or 
rapid urbanization, may cause major distortions. It 


51 The need for “ mechanization” of households, deriving 
from the role of women in a socialist country, was stressed by 
Mr. Mikoyan in his address to trade workers in October 1953. 

52 Family budgets nevertheless indicate a high income elasti- 
city of demand for public catering. In Hungary, for instance, 
expenditure on food consumed in enterprise canteens has been 
shown to increase five times from the lowest to the highest 
income group in 1956 and expenditure in restaurants increased 
30 times. 

53 Purposive saving schemes, for the acquisition of houses 
as well as of other durable goods, are now in operation in most 
eastern European countries and, as has been mentioned above, 
hire-purchase facilities have been extended everywhere during 
the last year or so. 

53а This difficulty could to some extent be overcome by study- 
ing the consumption expenditure of the same families over time 
The material derived from Soviet family budget inquiries would, 
it seems, allow for such an analysis since there is a tendency 
for the same families to be covered in successive samples. 


is quite likely, for instance, that the maintenance or 
even increase of the sales of cereals and potatoes, 
observed in some countries during a period of in- 
creasing income,®* which is difficult to reconcile with 
the apparent low static income elasticities of expen- 
diture on these products, is explainable partly by the 
addition to the urban clientele of new immigrants from 
the countryside who had carried with them their 
former consumption habits. Yet another reason for 
such apparent inconsistencies is that increases in 
average income in the recent past have been due chiefly 
to rising incomes within the lower income brackets, 
1.е., among families whose income elasticity of demand 
for food was relatively high. 


Other factors tending to falsify such projections are 
the introduction of new commodities into the market, 
and changes in fashion or taste. Even more important 
is the fact that any simple projection of static income 
elasticities ignores the possible effects of changes in 
relative prices. 


However, some of the present inadequacies of family 
budget inquiries could in practice be overcome, though 
at some cost in terms of more elaborate and frequent 
inquiries than have been undertaken in the past; and 
such an effort might well be more worthwhile, for the 
purposes of forecasting consumers’ expenditure, in 
eastern Europe and the Soviet Union than in western 
Europe. 

The fact that in centrally planned economies, more 
readily than in market economies, the authorities can 
control or at least foresee changes in some of the main 
variables which enter into the demand function 
(structures of prices, incomes and employment, de- 
velopment of alternative supplies, etc.) increases their 
opportunities for usefully applying family budget data 
in forecasting the future structure of consumers’ 
demand. However, this does not mean that the 
material already in existence can be of much use for 
this purpose —and not only because supply limitations 
have distorted the picture of demand which it 
provides. 

Until about the mid-1950s, family budget studies in 
eastern Europe aimed mainly at obtaining such data 
as were not otherwise available on the composition of 
family income, on the living standards of particular 


54 See Section 1 above. 
55 The following increases in sales were observed in Poland 
in the first half of 1958 compared with the first half of 1957: 


Washing machines ... 72 per cent 
BIGVCIES . ms Mus 6s 08 36 per cent 
Motor cycles 2 5. . 50 per cent 
Refrigerators. .... - 164 per cent 
Vacuum cleaners . . . . 126 per cent 


Since the increase in nominal incomes over this period was, 
broadly speaking, equivalent to increases in prices, it is pretty 
clear, concludes Zycie Gospodarcze (No. 36, 1958) — from 
which this example is taken — that the increased demand for 
these products is not so much a function of income as the 


result of improved supplies. 
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groups of the population, or on expenditure distribu- 
tions required to provide weights for the cost-of-living 
index. They were not, in general, designed to provide 
a picture of expenditure patterns for a fully represent- 
ative cross-section of the population. 


In recent years family budget enquiries have every- 
where been given a new lease of life, resulting in an 
extension of their scope and coverage, but sampling 
methods are still generally unsatisfactory if a random 
sample representative of the whole population is taken 
as the objective.>? There is still a tendency to concen- 
trate principally on industrial workers; and in Poland 
workers in four large industries only (mining, metal- 
lurgy, engineering and textiles) were covered in 1957, 
certain categories — such as workers deriving addi- 
tional income (in cash or kind) from agriculture — 
being altogether excluded from the sampling frame. 
In eastern Germany enquiries are still limited in 
scope; and until 1957 they were restricted to industrial 
workers’ families of four members. In Hungary the 


samples make no claim to randomness but are said to’ 


be representative with regard to joint family income, 
family size, and number of wage-earners per family; 
and peasant families deriving the major part of their 
income from non-agricultural pursuits are excluded 
from the sample. 


Apart from the limitations of coverage, the non- 
random methods of sampling adopted have two 
important disadvantages. First, the selected samples 


56 Although relatively little is known about the use which 
is being made of such studies in.the Soviet Union, their scope 
— they covered 47,000 households and about 170,000 persons 
in 1957 — апа the wealth of information demanded, indicate 
a wide range of applications. In eastern Europe, also, only 
fragmentary analyses are published of the data collected (except 
in Hungary), but there are indications that in some countries 
attempts are being made to calculate— and to use — income 
elasticities of expenditure. 


57 For a list of references on the methodology of family 
budgets in eastern Europe and the Soviet Union, see Appen- 
dix B. Four countries, Bulgaria, Czechoslovakia, Poland and 
Rumania, seem to follow the method of selection applied in 
the Soviet Union since 1951, which consists, broadly speaking, 
in a two-stage proportionate sampling procedure. In the first 
stage, enterprises are drawn in a quasi-random fashion from 
lists arranged according to the average wage fund of the enter- 
prise (within each industrial branch). Every nth enterprise 
is selected, the interval having been determined by dividing 
the total number of workers by the number of enterprises 
to be chosen from the given branch. In the selected enterprises, 
lists of wage-earners (stratified in some countries by skill) 
are prepared in descending order of wage, and again every 
nth worker is drawn, n being determined this time by dividing 
the total number of wage-earners in the given enterprise by 
the number of workers allocated to it in accordance with its 
weight. The final sample is thus representative with regard to 
industry and individual wage, but not necessarily with regard 
to joint family income distribution. Moreover, in all countries, 
small enterprises are excluded from the first sampling stage, 
and there is also a general tendency to select only a small number 
of enterprises to reduce the cost of the survey. The selection 
of the sample by drawing wage-earners rather than families 
results in some over-representation of families in which there 
is more than one wage-earner and perhaps even of industries 
in which such families are more frequent (e.g., textiles). 


are unrepresentative with regard to the variables not 
introduced at the stratification stage, resulting in a 
certain rigidness of the sample which does not allow 
for any departure from the pre-determined lines of 
analysis.5® Secondly, no means exist for testing the | 
results obtained for statistical significance. Criticism 
of such drawbacks has recently been voiced by 
Mr. Pisariev, a member of the Academy of Science of 
the Soviet Union, who suggested that the “ unscien- 
tific”? methods which produce ап unrepresentative 
sample “strongly reduce the value of the material 
collected ”.5® It is likely that his article foreshadows 
a change of methods in the Soviet Union in the near 
future; and the east German Central Statistical 
Administration has suggested recently to CMEA that 
steps be taken to improve methods and international 
comparability of family budgets in all eastern European 
countries.® 


On the other hand, the investigations carried out in 
eastern Europe and the Soviet Union are in two 
respects at present superior to those undertaken 
elsewhere. First, far more information is collected: 
in Czechoslovakia, for instance, the post-1956 surveys 
required answers to not less than 919 questions,® and 
in the Soviet Union and some other countries ques- 
tions are asked not only about revenues and outlays 
in money and in kind but also about the source of 
acquisition of goods.®* Secondly, the universally 
adopted system of direct contact of full-time statisti- 
cians with the families maintaining the records, though 
costly, is naturally superior to the correspondence 


58 For instance, the sample may be unrepresentative with 
regard to family size should this variable be inter-correlated 
with, say, the wage. Suppose that the universe consists of three 
workers earning 150, 100 and 50 units, whose family size is 5, 
2 and 1 respectfvely. The method described in footnote 57 
will tend to ensure the selection of the worker earning the 
average wage (i.e., 100) or of both the other workers. In neither 
case will the sample be representative of the universe with 
regard to family size. An enquiry into the employment and 
income structure of households, based on a sample of house- 
holds rather than of wage-earners, was undertaken in Czecho- 
slovakia in 1957. One objective of the investigation — covering 
30,973 households, or about 1 per cent of the total — was to 
provide estimates of the distribution of certain characteristics 
of households for the purpose of re-weighting the results of 
earlier family budget enquiries. This showed inter alia the 
average size of family to be 3.49 persons among workers and 
3.36 among employers, whereas the 1957 family budget data 
showed an average of 3.9 persons in both categories (Statisticky 
Obzor, No. 11, 1958). 

59 Sotsialistichesky Trud, No. 2, 1958. 


80 See Der Handel, 8 August 1958. The United Nations Con- 
ference of European Statisticians has included in its current 
work programme the study of “The use of family budget 
inquiries as a source of data for indicators of short-term changes 
In private consumption expenditure”. 

1 Statisticky Obzor, No. 1, 1956. 


83 See А. I. Petrov, Kurs ekonomicheskoy statistiki, Moscow, 
1954, and, on Rumania, Revista de Statisticd, No. 2, 1958, 
This is now in the Soviet Union the basis for estimating pro- 
duction from private plots, urban gardens and privately owned 
livestock and for checking on the volume of transactions on 
the free market. 


eee 


links more usual in western Europe. On the average, 
one such trained investigator serves 20 to 30 house- 
holds, the latter being visited at least twice a month. 


Thus two main improvements in the methodology 
of family budget studies are required in these countries 
if the results are to provide an even moderately reliable 
guide to future changes in expenditure structures: first 
an extension of the coverage and an improvement of 
sampling techniques and, secondly, the collection of 
data over a long enough period and at sufficiently 
frequent intervals to provide some indication not 
only of income elasticities but also of price elasticities 
of expenditure. Very little is as yet known in these 
countries of the reaction of consumers’ demand to 
price changes,® and attempts to adjust prices so as to 
restore a desired balance of supply and demand have, 
on occasion, produced most unexpected results.®4 


It is because of the limitations of past family budget 
inquiries, and the absence of other adequate means of 
assessing consumers’ desires and intentions, that the 
current long-term consumption plans still represent 
either targets based on observed consumption patterns 
in some richer country or a mixture of planners’ ideas 
of what is good for the consumer and their rough 
guesses at what he is likely to want. This is well 
illustrated by the long-term (1961-1975) plan of 
Poland, in which it appears that the composition of 
consumption in 1975 is assumed, in rough outline, to 
approach that of western Germany in 1956. However, 


83 An isolated example of an inquiry into price elasticities 
of milk and milk products is provided by the analysis of the 
1955 and 1956 family budgets in Hungary, undertaken in con- 
nexion with price reductions of these products, Statisztikai 
Szemle, Nos. 4-5, 1957. 


84 An illustration is provided by recent attempts to establish 
the desired balance of relative consumption of butter and 
margarine in Poland. Increases in nominal wages in the first 
half of 1957 led to a more than proportionate increase in the 
demand for butter and a drop in the demand for margarine. 
In order to adjust the equilibrium without further recourse 
to butter imports, its price was increased by as much as 30 per 
cent, and the price of margarine reduced by about 10 per cent 
in October 1957. In the first half of 1958 consumption of butter 
fell by around 10 per cent (compared with the first half of 
1957) and that of margarine doubled. Both the price elasticity 
of demand for butter and the elasticity of substitution of butter 
for other fats seem to have proved greater than was expected 
(Zycie Gospodarcze, No. 33, 1958). 
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the details of the food diet in the target year have been 
worked out on the basis of desirable physiological 
norms, and the total volume of consumption of 
industrial goods was simply determined as the residual 
of the global “ material ” fund of consumption less the 
part devoted to food.® 


In eastern Germany the plan simply provides for 
current western German per capita consumption levels 
for foodstuffs and the most important industrial goods 
to be reached by 1961. In the Soviet Union, also, the 
stated aim of overtaking present United States per 
capita levels of output of milk, butter and meat by the 
early 1960s suggests a rather similar approach to the 
assessment of consumers’ needs. Moreover, the 
Seven-year Plan draft provides for an output in 1965 of 
88 billion roubles of “ household goods and machines 
and appliances which lighten women’s housework ” ® 
which, if it were all sold to households, would raise 
the share of household expenditure on such goods to 
about 10 per cent — not very different from the current 
proportions in France (9 per cent) or in the United 
States (10 per cent).® 


In discussing future consumption trends in Czecho- 
slovakia, however, the Minister for Internal Trade has 
recently stated that studies of the present income and 
expenditure of the population have led to the expecta- 
tion that the greater part of future increments of total 
consumers’ income will be spent on industrial goods 
and that demand for housebuilding and repairs, house- 
hold durables, motor-cars and other high quality 
consumers’ manufactures will rise particularly fast.% 
At the same time the plans provide for reductions in 
relative prices of basic foods, textiles and footwear 
over the next few years, with the aim of raising the real 
incomes of, and securing socially desirable consump- 
tion patterns in, the poorest families; and a rise by 1965 
in average per capita consumption of high quality 
foods is expected to be accompanied by a lower intake 
of cereals and potatoes. 


85 Handel Wewnetrzny, No. 3, 1958. 
66 Cf, footnote 51 above. 


87 This, of course, does not necessarily imply similar consump- 
tion patterns in physical terms. 


88 See Rudé Ргауо, 27 November 1958. 


3. THE PROBLEMS OF ADAPTING SUPPLY TO DEMAND 


The Role of Total Consumers’ Demand 


A more detailed knowledge of the structures and 
trends of consumers’ expenditure discussed in the 
earlier sections of this chapter could provide a better 
basis than at present exists for anticipating broad 
changes in expenditure structures as incomes rise. 
But two major questions remain: what type of balance 


in the consumers’ market of these countries is to be 
the aim of the Soviet and eastern European authorities; 
and, secondly, are consumers’ desires, in general, to 
be adjusted to production decisions or vice versa, 
and by what means ? 

It is within the power of the governments of this 
region, even more than of those in western Europe, 


to choose whether to operate their economies with an 
“inflationary” or a “deflationary” bias, though 
central planning of total supply and income can, of 
course, be upset by such factors as the practical 
difficulty of controlling wage funds ® and peasants’ 
incomes or by other unforeseen variations in activity 
in the private sector — still significant in some coun- 
tries. To what extent a deliberate choice of some 
“inflationary pressure” was made in the past is 
difficult to say.7° In the Soviet Union in the ’thirties 
(as later in eastern Europe until at least the early 
fifties) wage-earners’ employment rose, relatively to 
output, faster than planned and average earnings were 
also allowed to drift upwards fairly rapidly — which 
must have simplified the task of adjusting differentials 
from time to time. Retail prices were also rapidly 
pushed up, though not so fast as to eliminate shortages 
which were, in fact, continuously evident. The 
tendency for money demand to outrun supply — itself 
the result mainly of decisions in narrower fields of 
policy, based in part on political and administrative 
convenience — was rationalized into a theory of the 
desirability of excess demand to draw forth supply.” 
This has been repeated in the Soviet Union as recently 
as 1956, though there are signs that it is no longer 
generally accepted economic doctrine.”* An opposite 
view recently advanced is that, while excess demand 
in the consumer-goods market may be unavoidable 
in a transition period of general strain on resources 
and experimentation with new methods of planning 
and policy implementation, it “generates fatalism 
and pessimism and is welcomed by some incompetent 
employees since it justifies their bad work. It pre- 
supposes a permanent shortage of goods and services 


89 See the Survey for 1957, Chapter VII, Section 3. 
70 See the Survey for 1955, Chapter 7, Section 4. 


1 See Stalin’s report to the XVI Party Congress in 1930: 
“As a result of the advantages of socialism [mentioned before] 
the increment in effective demand of the masses in the Soviet 
Union always exceeds the increment in production, pushing it 
forward, whereas in capitalism by contrast the increment in 
purchasing power never attains the increment in production and 
always lags behind it, which dooms production to crises... . 
The growth of the domestic market [in a socialist economy] will 
exceed the growth of industry and push it ahead to uninterrupted 
expansion.” (Sochinenia, Vol. 12, pp. 291 and 322-3.) 


72 Addressing the XX Party Congress in January 1956, 
Mr. Mikoyan, the Deputy Prime Minister particularly respon- 
sible for trade questions, said that “in a socialist society demand 
must be ahead of the supply of goods. The ever-increasing 
demand pushes ahead the production of goods....” On the 
other hand, a number of economists in the Soviet Union and 
eastern Europe have questioned this view. (See, for instance, 
Der Handel, No. 3, 1958, Sovetskaya Torgovlya, No. 3, 1957, 
and L. Gatovsky, Kommunist, No. 9, 1955.) The official Soviet 
manual on political economy (Politicheskaya ekonomia, Mos- 
cow, 1955) replaced the assertion of the desirability of an 
excess of demand over supply by the need for “ a harmonious 
co-ordination of the growth of purchasing power and of the 
simultaneous growth of production”, but it is still stated that 
“a steady increase of the material and cultural needs of the 
working masses and of their purchasing power is a necessary 
condition without which production cannot progress ” (р. 417). 


and this acts as a disincentive to the worker who 
cannot spend his income fully.” "3 


In fact, the preference of the authorities everywhere 
now seems to be for an equilibrium in the consumers’ 
market at a fairly stable over-all price level. After 
the very general conditions of scarcity of the earlier 
post-war years, this was generally more or less achieved 
by about 1955/56 and again in 1958. While isolated 
shortages still exist everywhere, the occasional building 
up of stocks of unsaleable goods has become an 
increasingly familiar occurrence.” 


There is some ground for thinking that the danger 
of imbalances of this kind, within a consumers’ market 
in which aggregate money demand and aggregate 
supply are more or less in balance at current prices, 
is greater in an economy with the type of central 
planning now practised in eastern Europe and the 
Soviet Union than in a market economy. In the latter 
type of economy a multitude of individual enterprises 
make their own guesses about future market trends, 
supported by varying amounts of knowledge of 
current developments. To some extent individual 
errors of forecasting cancel out—at least when 
there are no violent fluctuations in aggregate 
demand — and production in fact adapts itself fairly 
quickly to changes in the pattern of consumers’ 
demand, though of course not entirely without waste 
of resources in the process. In the eastern European 
countries and the Soviet Union, on the other hand, 
flexibility in production is to some extent deliberately 
sacrificed to secure greater certainty of continuous 
full employment of productive resources. However, 
with rising real incomes, and the more complicated 
structure of consumers’ preferences that inevitably 
follows, a slow adaptation of production to changes 
in consumers’ demand increasingly involves the danger 
of waste of resources — if not in the form of under- 
utilization of labour or capacity in some branches of 
output then through the need temporarily to subsidize 


73 See “А false thesis handicaps the production of consu- 
mers’ goods ”, in Der Handel, No. 3, 1958, and a similar argu- 
ment by Chernik and Stanislavsky, “ Effective demand and 
production under socialism” in Partyinaya Zhyzn, No. 12, 1956. 
In Poland it has been pointed out that “It was believed that 
demand should always exceed supplies... but this was simply 
making a virtue of necessity. The need for central allocation 
is a result of shortages of supplies to enterprises and to the 
population... which are hampering economic development ”. 
(Е. Szyr, “О zmianach w systemie zarzadzamia-i kierowania 
gospodarka narodowa”, Warsaw, 1958, рр. 16-17.) 


74“ Tf in the past the buyer was willing to purchase everything 
that was laid out on the counter, to-day he is more selective, 
and production, in order to satisfy him, must enter into all the 
fine details regarding variety, colours, sizes, quality etc. In 
most recent times trade has had difficulties in fulfilling turnover 
plans”. (Rudé Prdvo, 1 August 1958.) In Poland, the 1958 
Plan for increases in trade stocks — considerably larger than in 
preceding years — was exceeded, while the accumulation in 
industry of consumers’ goods unwanted by trade reached the 
paar of about 3 billion zlotys (or nearly 3 per cent of the wage 
und). 
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sales of some goods (beyond such degree of sub- 
sidization as may be dictated by social policy), while 
others remain scarce at prices reflecting their real 
costs. Moreover, even if the authorities in any country 
are prepared to accept some waste of this kind as a 
price worth paying to avoid frequent changes in 
production patterns, they still face the problem of 
ensuring that their adjustments of relative prices are 
in fact such as to stabilize, rather than to de-stabilize, 
the market.75 


Market Research and Planning 


It has been suggested, in Section 2 above, that 
greater exploitation than in the past of the potential- 
ities of family expenditure surveys could assist the 
authorities in forecasting the development of the 
broad structure of consumers’ expenditure and in 
assessing probable reactions to large changes in 
relative prices. But for an assessment of market 
tendencies in more detail, supplementary techniques 
need to be applied. 


So far, the burden of studying the market has rested 
almost exclusively on individual retail and wholesale 
trade enterprises; and their interest has been directed 
principally towards fluctuations in levels of sales and 
stocks, and the registration of consumers’ behaviour 
on the shop floor. Systems of statistical reporting on 
sales and stocks, though generally well developed, 
provide a somewhat inadequate barometer of demand, 
since they can reveal little about demand for scarce 
goods or for new products. In fact, such indicators, 
at best, show what the customer does not want: they 
throw little light on what he does want. Moreover, 
the value of stocks statistics is further limited in 
practice by the fact that stocks are reported in detail, 
and at short intervals of time, only at the wholesale 
stage. Since wholesale enterprises tend to try to 
force goods upon the retail outlets up to the limit of 
the supplies available (see below) wholesale stocks 
may reflect demand changes only slowly. 


Various methods are in use for drawing on the 
experiences of shop assistants in their direct contacts 
with the consumer; and these are most developed in 
the Soviet Union. There shop assistants in large 
shops note in detail the requests of customers for 
products not available, and summary reports of such 
requests are then submitted to the wholesale organiza- 
tions: 7° letter-boxes in shops for registration of 


75In the Soviet Union unexpectedly severe shortages of 
vegetables, fruit and potatoes occurred in 1953 as the result of 
price reductions (Sovetskaya Torgovlya, No. 1, 1957). 

76 See “ Our experience of the analysis of demand”, Sovet- 
skaya Torgovlya, No. 8, 1957. However, there are frequent 
complaints that the wholesale organizations take insufficient 
notice of such reports (see, for example, I. Ionescu: Studierea 
Cererii de Marfuri in Comertul Socialist, Bucharest, 1957, 
р. 75; and Hospoddrské Noviny, No. 34, 1957). 


complaints are also popular. However, such methods 
are naturally of very limited value for the quantitative 
assessment of demand: not every potential buyer 
takes the trouble to put in a request for an article not 
available while, on the other hand, a customer may 
request more goods than he could in fact afford to 
buy, since he does not expect to obtain everything he 
asks for. The danger that an exaggerated impression 
of the volume of effective demand for various goods 
may thus be created is particularly acute in a period 
when many goods hitherto unobtainable are beginning 
to appear in the shops.7” 

Exhibitions and organized meetings of trade 
workers and representatives of the public serve the 
double purpose of assessing public reaction to new 
products and of influencing consumers’ preferences; 
and advertising and special window-displays are 
often particularly directed to disposing of surplus 
goods. However, the means of sales promotion are 
still rather poorly developed in all eastern European 
countries. In eastern Germany, paradoxically, the 
advertising budget of any retail enterprise is a fixed 
proportion of its turnover, and its real need for 
publicity is ignored. 

Such devices as more imaginative advertising or 
readier resort to sales at cut prices could contribute, 
as they do in western Europe and the United States, 
to an adjustment of consumers’ demand to supply — 
when those responsible for supply have failed to 
foresee accurately the development of demand. But 
it has long been acknowledged in principle that a 
better forecasting of demand is the more important 
goal.’”® For this purpose more refined market research 
methods are needed than those at present in use. 
It seems necessary, and — within limits —it should 
be possible, to expand household inquiries or to 
institute special surveys to cover questions on consu- 
mers’ intentions and motivations, thus going beyond 
the scope of the consumers’ actual expenditure so as 
also to obtain some idea of what he is likely to do 
with his increment of income. Such questions can be 
asked directly and in certain detail; and at least a 
rough indication of reactions to price changes could 
perhaps be obtained by confronting the respondent 
with a set of hypothetical prices. In these fields, the 


77 For example, it is now admitted that an exaggerated impres- 
sion of the effective demand for many consumers’ durable goods 
was created in Poland by buyers “ queueing” for more goods 
than they could afford simultaneously, and actual demand as 
supplies rose was less than had been anticipated. In Czechoslo- 
vakia, greater opportunity to acquire family houses by building 
privately or joining a housing co-operative has recently led 
to the withdrawal of many deposits made against orders for 
new motor-cars (Chamber of Commerce of Czechoslovakia, 
Economic News Service, No. 1, 1959). 

78 As one Soviet writer has put it: “It is no great merit to 
reveal the goods for which there is no demand and to assess 
the surplus. The task lies in foreseeing the surpluses and the 
potential discrepancies of supply and demand in order to 
prevent them” (Sovetskaya Torgovlya, No. 3, 1955). 
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experience of market research gathered in North 
America and western Europe, particularly after the 
war, could well be turned to use — after any necessary 
adaptation of techniques — in the planned economies. 
The surveys undertaken by such institutions as the 
National Sample Survey of India or the Social Survey 
Unit in the United Kingdom have provided useful 
experience in sampling techniques; and modern 
methods of mechanical tabulation, including the use 
of electronic equipment, can now be relied upon for 
a rapid cross-tabulation of responses in the necessary 
detail.” 


A less ambitious beginning has been made in some 
countries with ad hoc surveys designed to answer the 
most urgent specific questions —for instance ‘on 
the likely growth of demand for goods involving 
heavy investment both by the producer and by the 
consumer. An inquiry aiming at the assessment of the 
degree and direction of household planning of pur- 
chases of consumers’ durable goods was carried out 
in September 1957 in Czechoslovakia,®® where the 
expansion of field surveys has now been given official 
encouragement,*t and an inquiry was also recently 
made into the use of public catering facilities (both 
canteens and restaurants) and the reasons for which 
people patronize them.®? In Hungary, the reasons for 
the stagnation, and even decline, of fresh milk 
consumption since the early ’fifties have been exa- 
mined in a special study which combined operative 
Statistics with the results of household and shop 
inquiries.°? 

Nevertheless, such activities seem to be only at an 
early stage of development. In the past, the internal 
trade institutes — which exist in some form in Czecho- 
slovakia, eastern Germany, Hungary and Poland *4 — 
have devoted most of their attention to rather technical 
questions of organization of the trade and catering 
system; and only in Czechoslovakia is there any 
indication that they are yet undertaking fairly extensive 
research activities in the field of consumers’ demand. 
In view of the conflicts of interest between industrial, 
wholesale and retail organizations discussed below, 


73 An urgent need to test the adaptability of market research 
tools used in free market economies to conditions prevailing 
in planned economies was recently stressed at a Conference of 
Trade Faculties in Poland (Handel Wewnetrzny, No. 4, 1958). 


8° Consumers were also sounded on other topics such as 
preferences for ready-made against tailored clothing, the degree 
of satisfaction with the quality of certain goods, etc. (Hospo- 
daFské Noviny, No. 3, 1958). 

81 Зее an article by the Chairman of the Central Statistical 
Office in Rudé Prdvo, 12 April 1958. 

82 Statistické Zprdvy, No. 7, 1958. 

83 Statisztikai Szemle, Nos. 4-5, 1957. 


8* In Hungary and in most other countries these institutions 
appear to have operated under—or as— departments of the 
Maunistry of Trade. In eastern Germany there are three institutes 
attached to universities (and with a more scholarly character) 
and one institute, founded in 1956, subordinated to the Ministry 
of Trade. 


some concentration of such work in future would 
seem desirable — probably in the hands of institutes 
of this kind and central statistical offices, both co- 
operating closely with the planning authorities. 


The Links between the Consumer, Trade and the 
Producer 


A number of changes in the existing organization 
of trade and production in each country of the region 
are likely to be necessary if the maximum consumers’ 
satisfaction is to be generated from any given alloca- 
tion of resources to consumption. Essentially, these 
changes will need to be in the direction of moving 
farther away from the old system (already slightly 
modified) in which centrally planned production of 
consumers’ goods was allocated to consumers through 
the trade network, and nearer to one in which the 
trade network transmits indications of consumers’ 
preferences to the producing units and these, in turn, 
have an interest in adjusting their output to meet 
those preferences. The tendency to regard the dis- 
tributive system mainly as a means of allocating 
scarce goods to favoured categories (regional or social) 
of consumers has been only gradually modified during 
the post-war period as scarcities have been reduced.® 


A prerequisite for further modification is a reason- 
ably dense, adequately equipped and staffed, distribu- 
tion network — desirable, in any case, as a contribu- 
tion to consumers’ comfort. Although it is impossible 
to establish international norms in this field, it seems 
that, in contrast with western Europe — where 
employment in trade is excessive in some countries — 
the distributive trades in eastern Europe and the 
Soviet Union have suffered, not only from under- 
staffing, but also from under-investment (especially in 
vehicles, buildings and packing machinery.8*) The 
figures in Table 16 give a good indication of the 
variations in the provision of retail trade services in 
eastern Europe and the Soviet Union. Only eastern 
Germany shows a retail network and share of popula- 
tion engaged in trade comparable with western 
European proportions: and this is closely linked to 
the maintenance of an important private sector in that 


85 The need for further development in this direction has been 
increasingly recognized in discussion in these countries. Accord- 
ing to an article in Der Handel, No. 1, 1957: “ The only thing 
that was missing [from the past attitude towards trade and the 
consumer in eastern Germany] was a directive to the consumer 
telling him what he must buy ”. The resolution of the Socialist 
Unity Party of eastern Germany passed at its Fifth Congress 
concluded that “ The main task at present consists of eliminating 
all the remnants of the allocation approach to the distribution of 
goods ” (Neues Deutschland, 18 July 1958). 


8 The proportion of sales in packages in Soviet shops has 
been rising slowly, but there are few foodstuffs recorded as 
sold packed to the extent of 10 per cent of total sales. The 
Seven-year Plan requires that 50 per cent of food be sold packed 
by 1965. (Sovetskaya Torgovlya, 15 March 1956; and Pravda, 
19 January 1959), 
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TABLE 16 


The retail trade network in selected eastern and western European countries 


Piel Meat ae ine wate, bmn wheels inate Bee 


Retail outlets per 
10,000 inhabitants 


Country and year 


Number 


Bulgaria 
Czechoslovakia 


С 7 со 


Hungary ........ 


Belgium 
Denmark . 
Finland 
France . a. eee Gee 
Western Germany... . 
Sweden Ч 

Great Britain . . 


Sources: National statistics and Economic Survey of Eu in 1955 
Table 66, p. 134. у of Europe т 3 


Note. — Retail trade includes the private sector and public catering; 
numbers of retail units refer to end of year; employment figures are annual 


averages except for eastern Germany (end of year); population figures are 
mid-year estimates except for the Soviet Union (1 April). 


@ Employment excludes private sector. 
Ь Excluding private sector. 


country. In Czechoslovakia, Hungary and Rumania, 
the virtual disappearance of private shops (see Chart 2) 
has substantially reduced the network; but since 
1950 the number of retail outlets in Poland has risen 
continuously despite the fall in the numbers of private 
shops up to 1955. A similar expansion of the fully 
socialized Soviet trade network has occurred; but 
even in Poland and the Soviet Union the increase in 
retail outlets has lagged behind the rise in turnover. 


The Soviet Union, Bulgaria and Rumania appear 
to be far less well supplied with trade services than 
Hungary and Poland—themselves surpassed by 
Czechoslovakia and eastern Germany — whether 
adequacy is measured simply by the number of retail 
outlets in relation to population or taking into account 
also the staff per shop (which incidentally seems to 
be of the same order of magnitude in eastern as in 
western Europe) and the volume of sales per shop.*’ 


8? The comparability of the indicators in Table 16 is somewhat 
limited by the exclusion of peasant markets, which are very 
important in the Soviet Union, Hungary, Bulgaria and Rumania, 
less important in Poland and Czechoslovakia, and almost 
negligible in eastern Germany. Furthermore, the relatively low 
degree of urbanization in Bulgaria and Rumania means that 
they need relatively fewer shops, in proportion to the population, 
than do other countries. However, the broad conclusions 
drawn here regarding the relative adequacy of each country’s 
trade network are still valid. 


of which: 
Total Sheps 


Retail trade 


Employment 
turnover 
in total in retail 
trade per trade per Den pa levee 
thousand retail retail in Fetal 
inhabitants outlet outlet trade 


Thousands of roubles 


| al tourist exchange rates 


Number of persons 


536 322 а 
607 298 6 
358 133 4 
775 210 
656 323 5 
559 DAD 
889 202 


Сс Of which : wage-earners per retail unit: 2.1. 
d Per wage-earner: 171. 

€ Including private sector of public catering. 
Л 1955. 

8 1950. 

h 1951. 


In the first five countries substantial investments and 
a considerable increase of employment in trade are 
necessary, even at present levels of turnover, to elimi- 
nate excessive waiting time (inside and outside shops) 
and the over-long distances between shops in many 
агеаз.88 In the Soviet Union there still seems to be 
an ambivalent attitude to distribution. The need for 
a qualitative improvement in retail services has been 
stressed and, in addition, 80,000 new shops and kiosks 
are provided for in the Seven-year Plan (probably 
enlarging the network by one-seventh). The new 
statistical abstract contrasts low Soviet employment 
in trade with the waste in capitalist trade, but an 
increase in such employment is in fact planned.*? 
However, the reforms undertaken during the last 
few years, or now under consideration, have every- 
where been less concerned with the extension of the 
trade network than with such issues as the decentraliza- 
tion of distribution, increased autonomy for trade 
enterprises and economic incentives for trade per- 


88 The Director of the Internal Trade Institute of Poland 
stated recently that although there are no accurate studies on 
the subject, the length of time spent on shopping is undoubtedly 
several times higher in Poland than “ abroad”. (Handel Wewne- 
trzny, No. 4, 1958). See also Revista de Statistica, No. 5, 1958. 

8 See Pravda, 27 September 1958, and SSSR у tsifrakh, 
1958, p. 429. 
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Shops per ten thousand inhabitants in eastern Europe and the Soviet Union 
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Sources : National statistics. 
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sonnel — all, of course, important as means of improy- 
ing the link between consumer and producer. At the 
same time, the related need for producing enterprises 
to be given both greater scope and greater incentive 
than in the past to vary output in response to con- 
sumers’ demand, has been everywhere recognized in 
principle. The former practice of approving produc- 
tion plans for consumers’ goods while trade plans 
were still unformulated has been reversed, in eastern 
Germany and Hungary at least, and producing 
enterprises have everywhere been given greater 
freedom — though in widely varying degree — to 
decide their assortment plans. Moreover, profit 
(however defined) is being given increased importance, 
relatively to fulfilment of output or delivery plans, 
in measuring, and rewarding, an enterprise’s “ suc- 
cess ”.°! However, the exact combination of certainty 
and flexibility in production planning which will 
eventually be chosen still remains in doubt in all 
countries of the region. 


A step towards a greater flexibility of the system was 
made in most countries of the area during 1956 and 
later years by subordinating both the lower trade 
echelons and some sectors of production of consumers’ 
goods (mainly foodstuffs) to local authorities. The 
decentralization thus achieved has brought industry, 
the trade and the consumer closer together and has 
also reduced considerably the cost of, often unneces- 
sary, transfers of goods which took place under the 
earlier “vertical” organization of production by 
Ministries.*2 In the Soviet Union decentralization 
both of industrial management and of trade went 
further than it did elsewhere,** but, while solving some 
problems, has created others. In particular, wholesale 
organizations have tended to supply local needs of 
goods in short supply at the expense of other areas ;% 
and similar tendencies, though on a smaller and 
probably less harmful scale, have been noted in other 
countries. 


The subordination to local administration of a large 
area of production and distribution of consumers’ 


90 Kdzgazdasdgi Szemle, No. 6, 1955. 

91 See the Survey for 1957, Chapter I, Section 6, and Chap- 
ter I, Section 2, above. 

92 [п 1957, for example, the Uzbek Republic produced silk 
materials to the value of 820 million roubles, of which 536 mil- 
lions were exported; at the same time silk fabrics to the value 
of 755 million roubles were imported into this Republic from 
outside (Sovetskaya Torgovlya, No. 10, 1957). 

93 In November 1958, the USSR Ministry of (Retail) Trade 
was abolished and only Union-Republican ministries now 
remain, which are responsible for the distribution of all goods 
apart from 48 necessities still controlled by the central Gosplan. 
The closure .of the central wholesale agencies was completed 
in 1958, with the exception of those for jewellery and timber. 

94 This is, however, a legal requirement so far as over-plan 
output of consumers’ goods is concerned: such excess must be 
offered to the oblast council for local sale; and 50 per cent о! 
over-plan output of building materials must be so offered 
(Pravda, 21 January 1959). 
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goods would be more effective but for the conflicts 
of interest, inherent in the prevailing system, between 
retail trade on the one side, and wholesale trade and 
industry on the other. In general, industry has an 
interest in reducing the choice of goods whereas trade 
would like to enlarge it. The relative bargaining 
strength of trade vis-d-vis industry has recently been 
increased in most countries by giving more importance 
to the achievement of the delivery plans (rather than 
output plans) of producing enterprises, thus making 
a refusal by the trade network to accept deliveries a 
more effective method of quality control. However, 
in conditions of a general sellers’ market — even with 
isolated production surpluses — trade tends to be at 
the mercy of industry since in order to fulfil turnover 
plans (and this is still a condition for receiving premia, 
etc.) trading enterprises can be forced to accept un- 
popular supplies.% Unfortunately, the wholesale 
organizations still tend to act as the executive arm of 
industry, rather than as commercial intermediaries, 
and are continuously accused of taking the side of 
industry in all disputes with retailers.%* Delivery con- 
tracts are still easily broken on both sides and collu- 
sion between industry and trade, referred to as 
“reciprocal amnesties”, is stated to be frequent, 
usually to the detriment of the consumer.%” 


In the circumstances it is not surprising that ways 
are being sought in some countries to reduce the role 
of the wholesale institutions, or even to eliminate them 
altogether as, on the all-Union basis, has already been 
done in the Soviet Union. There are, however, dangers 
in such an approach. In Poland the number of cen- 
trally distributed articles had, in fact, been reduced to 
32 by 1958 and retail enterprises are now free to con- 
tract directly with industry for other goods. However, 
industry’s selling prices are fixed in terms of unified 
prices at point of delivery, all transport costs being 
borne by the producer. Producers therefore tend to 


95 For example, trading enterprises are forced to accept some 
less attractive goods as a condition for receiving some “ deficit ” 
goods also. Another source of industry’s bargaining power is 
the frequent practice of advance payment for goods, so that 
attempts to return them involve refund of money already paid. 
(See Der Handel, No. 1, 1957). 


96 A Soviet writer describes the situation as follows: “ The 
wholesale centres do not take sufficiently into consideration the 
interests of the retail trade, they do not defend it vis-a-vis 
industry and in case of conflict either run away or take the side 
of industry. In the conclusion of contracts they try to narrow 
their responsibility and shift the burden on to the retailer... 
they still, with few exceptions, refuse to take back faulty products 
and they deliver goods not contracted for... . In practice, retail 
enterprises cannot refuse the receipt of goods for which there is 
no demand. It happens that because of a change in demand or 
bad planning a product becomes redundant. With the present 
system it gets stuck, becomes obsolete and loses its value... .” 
(Sovetskaya Torgovlya, No. 8, 1957). 

97 See Kommunist, No. 9, 1955. In Poland it is usual for 
delivery contracts to include a clause in which the trade enter- 
prise gives up its right to claim damages (Handel Wewnetrzny, 
No. 1, 1958). 
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supply the neighbouring areas at the expense of more 
distant places; and one result of the new system was 
that hosts of retail trade representatives began to 
travel up and down Poland in search of goods not 
locally available.*® In the Soviet Union attempts to 
curb the power of wholesale trade and of industry have 
taken the form of requiring the wholesale trade to 
deliver to shops only against specific orders, and 
requiring producers of consumers’ goods to alter 
assortment plans by up to 10 per cent at the request of 
wholesale agencies if the goods planned are not selling 
well]. 


The approach to the reform of the trading system 
itself varies somewhat from one country to another, 
with the Czechoslovak authorities vesting more powers 
in regional associations of wholesale and retail enter- 
prises, while in Poland — and to a lesser extent in 
Hungary — more attention is devoted to strengthening 
the individual retail enterprise. In most countries this 
is assumed to imply, first of all, an increase in trade 
margins, which have generally been so small (between 
2 and 4 per cent of turnover both in wholesale and in 
retail trade) that most trading enterprises were perpetu- 
ally in deficit.1° It is often argued that to raise margins 
to a level which gives the reasonably efficient enterprise 
the possibility of making a profit will create an 
atmosphere in which managements will take more 
interest in cost reduction and in which incentives for 
efficiency on the part of workers — ог example, 
through participation in profit — can be put into 
force. 


In Poland, therefore, aggregate retail trade margins 
were raised by 3.7 billion zlotys (or by some 2 per cent 
of total turnover) in 1958 to allow for increases in de- 
preciation allowances (from 2 to 6 per cent), to provide 
a margin for unexpected losses or for seasonal price 
reductions and, generally, to permit distribution costs 
to be more nearly covered than before.!® In addition, 
enterprise funds — for distribution as supplements to 
basic wages and for expenditure on housing and other 


93 The anomalies of distribution in the new circumstances are 
illustrated by the example of a retail enterprise in Krakow 
(southern Poland) which, having easy access to a wine supplier, 
obtained excessive quantities of wine and then exchanged it 
for tinned fish with a retail shop at the seaside. (Zycie Gospo- 
darcze, No. 19, 1958). Similar cases have been quoted in 
Rumania (see I. Ionescu, op. cit., p. 73). 


8 See М. Lifits, Voprosy Ekonomiki, No. 4, 1958. 


*°° The retail price is composed of the ex-factory price plus 


turnover tax or minus subsidy (imposed at the factory or whole- 
sale level) plus wholesale and retail margins. The trade margins 
are normaily fixed as a percentage of the retail price, varying 
from product to product. There is no reason why the trade 
margins should not be changed without any change in final 
prices, individual income flows or aggregate retained funds of 
enterprises by making counter-vailing changes in the turnover 
taxes or subsidies. 


101 Zycie Gospodarcze, No. 3, 1958. 


social purposes — were introduced on more or less 
the same lines as in industry. 


The obvious weakness of such incentive schemes in 
present conditions lies, first, in the difficulty of SO 
defining costs and profits as to avoid encouraging 
under-staffing or neglect of maintenance of buildings 
and equipment and, secondly, in identifying that part 
of profit which is due to the efforts of the personnel of 
the enterprise, and for which they should be rewarded. 
Moreover, a chase for profits by the retail enterprise 
may not always benefit the consumer. With ex-factory 
prices and distributors’ margins administratively fixed 
on a basis which normally aims at a fairly constant 
percentage ratio of profit to turnover for the average 
enterprise, the long-standing preference of industry to 
produce, and trade to distribute, highly priced goods 
has not been greatly modified by the introduction of 
the new incentive systems. In the past this was the 
easiest way to fulfil gross output (or turnover) plans: 
now it is still the easiest way to fulfil turnover plans and 
also to make high profits, up to the point where the 
market for such goods is saturated.1°%? However, one 
of the objects of the reform has, by and large, been 
achieved — to counter the tendency of the producing 
enterprises to use expensive materials and otherwise 
inflate costs as an easy way of attaining gross output 
targets. 


Greater flexibility in adjusting both producers’ and 
retailers’ prices — including such elements in the final 
“ price ” as hire-purchase facilities — could contribute 
to a quicker reflection in profits of special efforts to 
meet consumers’ desires.1°* Some devolution of price- 
fixing powers — especially over locally-produced goods 
and articles made from waste products — has occurred 
in a number of countries; but, in general, price 
competition among enterprises still seems to be far 
removed from the present intentions of the authorities 


102 Changes in profits from one year to another are taken into 
consideration. The allocation to the enterprise fund — always 
expressed as a ratio of the wage fund — in the 1957 scheme was 
considered to vary too slowly with the improvement in profit, 
and the more refined 1958 scheme provided for a steeper pro- 
gression up to the point where profits were doubled (at which 
the equivalent of 10 per cent of the wage fund could be so 
allocated) but little increase afterwards (Zycie Gospodarcze, 
No. 19, 1958). As in industrial enterprises, a maximum equi- 
valent to one month’s average earnings can be distributed to 
each individual worker in one year and the spending of a high 
proportion of the fund on housing is encouraged. 


As the Minister of Internal Trade of Czechoslovakia 
recently pointed out, the practice of fixing retail margins at 
flat percentage rates for very large groups of goods also encour- 
aged trade enterprises to concentrate so far as possible on the 
highest-priced items within each group (Rudé Prdvo, 27 Novem- 
ber 1958). 

104 A recent decree of the Polish Council of Ministers encou- 
rages the Ministry of Trade to carry out experiments in differen- 
tiation of trade margins in textile and footwear shops (Trybuna 
Ludu, 22 October 1958), but the exact object of such experiments 
is not yet clear. 
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in all countries of the region.! Other attempts to 
achieve the desired ends are, however, being made. 
For example, so-called “price-assortment minima” 
have been introduced into the plans of trading enter- 
prises in Czechoslovakia with the intention of forcing 
them to carry low-priced goods, and it is apparently 
intended also to set up special shops to sell the cheaper 
qualities of products. In eastern Germany, and to 
some extent in Hungary and Poland, private trade 
performs the function of distributing goods on which 
the retail margins are too small to be interesting to 
state shops — not so much by accepting the small 
margins as by selling similar products produced by 
private handicrafts on terms which give a satisfactory 
return to both the producer and the distributor. 


So long as profit cannot be considered the sole cri- 
terion of success of the trading enterprise, the signifi- 
cance of the turnover plan cannot be seriously dimi- 
nished,1”’ and any attempt to introduce individual 
incentives inevitably links the wages of trade personnel 
with the degree of plan fulfilment. By analogy with 
the wages system in industry, the prevailing method of 
remuneration in trade is based on the principle of 
individual “ norms ” of turnover, the over-fulfilment of 
norms being rewarded progressively. This approach 
clearly tends to discourage the recruitment of addi- 
tional staff even where they are manifestly too few to 
give good service to their customers.1°? One suggested 


105 [п the Soviet Union, the disadvantages of the former 
system of centralized price fixing for about 95 per cent of all 
goods produced included even delays in starting output of a 
new product while ministries considered the appropriate price. 
To deal with these and other disadvantages, price fixing powers 
for goods representing 45 per cent of total retail turnover were 
devolved in 1957 to the republican authorities, who have, in 
turn, handed on some of their powers to regional authorities or 
associations of producers. Examples both of price competition 
and of exploitation of monopoly positions by the republican or 
regional authorities have now appeared and cases of widely 
varying retail prices for the same article exist. This appears to be 
regarded as undesirable, though it might well have been foreseen 
that the devolution of authority over price-fixing and inter- 
regional trade to the regional authorities would have such a 
result. Having been given, within limits, the power to behave 
like rather autarkic national states and—through the 
arrangements for determining their revenues—the incentive to 
do so, they are now using these powers (L. Skvortsov, “ Some 
questions of planning consumer-goods prices ”, Voprosy Ekono- 
miki, No. 1, 1958). 

106 See Rudé Ргато, 27 November 1958. 


107 This means that many shortcomings are there to stay. 
For example, shops are afraid of a boosting of plans in later 
years and are, in general, no more tempted to exceed their 
turnover plans substantially than industrial producers were to 
exceed output plans in the past. In chain-store systems special 
problems arise, since a considerable over-fulfilment of plans in 
one shop coinciding with under-fulfilment in others upsets wage 
discipline. It happens, therefore, that some shops are slowing 
down their sales at the end of the month to avoid such disparities 
(Zycie Gospodarcze, No. 17, 1958). 

108 In Poland, the trade employment plan for 1957 envisaged 
recruitment of 32,000 workers, but only 16,000 were engaged 
in spite of an abundant supply of labour connected with the 
reductions in administration (Handel Wewneirzny, No. ike 
1958). 


remedy is to allocate to every worker a certain percent- 
age of over-all turnover (independently of the number 
of workers) since then the whole personnel becomes 
interested only in maximizing turnover, and does not 
oppose additional recruitment. This system was 
introduced in Poland in 1958, but its advantages and 
disadvantages clearly have to be considered in the 
light both of its effect on distribution costs and of the 
employment situation. In eastern Germany, where 
labour is scarce and shops not seriously under- 
staffed, the system introduced at the end of 1956 
replaced the fulfilment of individual turnover plans, 
as the basis for premia, by individual commissions on 
the volume of sales at rates varying from one branch 
to another.1° 


But while systems of individual incentives tailored 
to local conditions may increase the efficiency of 
distribution and the comfort of the customer, they can 
play only a small part in speeding up the response of 
production to changes in consumers’ demand. The 
disappearance of a general sellers’ market can itself 
make a significant contribution. But for actual or 
anticipated changes in consumers’ demand to produce 
a quick reaction from producers, two other conditions 
need to be satisfied. The first is the creation of a more 
flexible output structure in which, while the production 
of standard types of goods in long series may remain 
profitable in the field of materials and semi-manufac- 
tures, the virtues of flexibility in response to trade 
orders are recognized at the finishing stages.¥° The 
second necessity is to find some means of quickly 
identifying changes in demand patterns and translating 
them into changes in the incentives offered to trading 
and producing enterprises. Production plans have, 
in general, been made somewhat more flexible by 
giving to enterprises greater freedom than before to 
decide, and adjust, their assortment plans. But in- 
flexible pricing systems still limit both the ease with 
which short-time equilibrium in the consumers’ 
market can be maintained and the speed of adjustment 
of traders’ and producers’ incentives. Despite the 
widespread concern everywhere expressed for the 
adjustment of production in the consumers’ goods field 
to consumers’ desires (rather than vice versa), and the 
modifications of the formerly over-centralized systems 
of economic planning and organization that have been 
made, the essential conflict remains between the two 
aims of certainty of full employment of resources and 
flexibility in their use. 


109 Der Handel, No. 12, 1956. 

110 See Népszabadsdg, 17 September 1958. Ап article in 
Zycie Gospodarcze, No. 39, 1958, states that “ With us shops 
are full of ready-made clothes and there is a chronic shortage 
of materials. All over the world the situation is the opposite ”, 
and concludes that only an abundance of materials can make 
feasible a swift reaction of producers to the changing tastes of 
consumers without great losses of production. 


CHAPTER V 


CONSUMPTION TRENDS IN WESTERN EUROPE 


Over the last century, the way in which people in 
western Europe have earned and spent their incomes 
has changed considerably, particularly in the in- 
dustrialized countries. As a result of the industrial 
revolution, urbanization and the growth of modern 
science and technology, many goods and services, 
formerly produced not at all or only on a small scale 
for a select few, are now accessible to most. Real 
income has been rising continuously; and now that the 
incidence of poverty and want, massive afflictions in 
the earlier centuries, has been reduced to small pro- 
portions in the advanced countries of western Europe, 
a far greater part of aggregate income than before can 
be devoted to the consumption of goods and services 
that are part and parcel of relatively high individual 
standards of living. 


The basic direction of this change in consumption 
patterns is well known. Food products, which must 
have loomed very large in total output and expenditure 
in the distant past, have lost ground to the new goods 
and services. Much of this change had already taken 
place in the more industrialized countries of Europe by 
the early part of this century, and since then it has 
spread to some others, though the established pattern 
of consumption was seriously upset during the Second 
World War and the early post-war years of scarcities, 
rationing and other controls, and inflation. 


Since the end of the reconstruction period — about 
1950 —the western European economies have ex- 
perienced a sustained growth during which the annual 
increase in per capita income in a number of countries 
has been higher than in the troubled inter-war period. 
Whether this growth has led to a pattern of consump- 
tion which is broadly a continuation of past trends or 
to a clear change in these trends, how the increment of 
income over the last eight or nine years — ог since 
before the war — Баз been allocated between con- 
sumption and other uses and between different kinds 
of private consumption are questions of great interest, 
as are the questions which kinds of goods have been 
subject to the greatest increases in consumer demand 
and whether there has been any regularity in the 
observed changes. The answers, however tentative, 
can not only help to explain the past behaviour of the 
economies of western Europe, but can also provide a 
background against which may be viewed prospective 


developments in countries where governments and 
others are now occupied with plans, policies and 
forecasts for the future. 


In recent years, the answers to some of these 
questions, particularly those relating to food con- 
sumption, have been sought in a number of countries 
with the help of family budget inquiries, while national 
accounts data have generally been used to analyse 
short-term developments only. Family budget in- 
quiries indicate the consumption behaviour of various 
income groups at a point of time, but their findings 
have often been used to infer that as the income of 
one group rises in time to the level of the next, its 
consumption pattern will be similar to the present 
consumption pattern of the second group. Compari- 
sons of the results in one country with similar inquiries 
in others with different levels of real income have 
been regarded as confirmation of this view. However, 
the gaps between the average incomes of each of the 
groups selected for these surveys (usually limited in 
any case to working class incomes) were often large 
enough to require a decade or two for an economy 
growing at 2 to 3 per cent a year to raise the average 
income level of each group to that of the next highest, 
and in such a long period many elements in an 
economy can be expected to change. New goods and 
services become available, and price relatives change. 
There may also be important changes in, for example, 
the degree of urbanization, the employment of women 
and the distribution of personal incomes. The ceteris 
paribus assumption implicit in most deductions — 
about changes in consumption patterns as incomes 
rise — which have been based оп family budget 
studies is thus not easy to reconcile with actual growth 
over time, when other things rarely, if ever, remain 
equal. 


Now that national accounts are available for several 
years in a number of countries, it is possible to examine 
changes in consumption patterns over time, and thus 
to provide a check on the conclusions often drawn 
from family budget inquiries. The limitations of 
national accounts data themselves, which are now so 
generally and so confidently used, should not be 
overlooked. Although much has been achieved in the 
way of standardization of definitions and concepts, 
the reliability of data is not uniform for all countries, 


nor even for all series within a country. In many 
cases, moreover, far greater reliability can be placed on 
the major aggregates of national accounts than on 
detailed estimates of the various components of these 
aggregates. Estimates of such detail require a firm 
basis derived from other statistical series in quantity 
or value terms, and these series are often incomplete 
or inadequate.1 Estimates at constant prices are 
naturally less firm than those at current prices, because 
of the complication involved in the choice of the base 


1 The Conference of European Statisticians has recently set up 
a Working Group on Statistics of Private Consumption Expendi- 
ture. This group will consider concepts, definitions, classifica- 
tions and methods of collection of statistics of private consump- 
tion expenditure, including the question of the relationships 
between annual and both longer-term and shorter-term statistics 
in this field. (See also footnote 60 in Chapter VI.) 


year and the process of deflation, particularly when a 
long span of time is involved. But with all these 
limitations national accounts remain the only com- 
prehensive indicators of changes in a dynamic eco- 
nomy. 

The development of consumption in a number of 
countries in relation to other elements in aggregate 
final demand is reviewed in the first section of this 
chapter; the next two sections are devoted to an 
analysis of changes in the main sectors of consumers’ 
expenditure: food, clothing, shelter, durable goods, 
drink and tobacco, and other miscellaneous items, 
including public expenditure on social welfare. The 
general picture thus derived, and its relevance for an 
assessment of probable future trends, are reviewed 
in the concluding section. 


1. PRIVATE CONSUMPTION AND RELATED AGGREGATES 


Private Consumption and Gross National Product 


The volume of per capita gross national product in 
western Europe as a whole is now nearly one-third 
above the pre-war level. This may not appear such a 
very impressive rate of expansion when compared 
with past periods of sustained growth in a number of 
countries, but during nearly six of these years there 
was a major world war and another four years were 
spent in healing wartime wounds. 


As can be seen from Table 1, rates of growth in 
individual countries have varied very widely. Broadly 
speaking, the expansion was much faster in the in- 
dustrialized countries of north and north-western 
Europe than in the less developed countries of the 
south and in Ireland; per capita gross national product 
rose by over two-fifths in the former group and by 
approximately one-quarter in the latter. 


Despite the wartime destruction and a somewhat 
later start of post-war recovery, the expansion of 
output was very rapid in western Germany and 
Austria, and by 1957 real product per head was two- 
thirds or more above the pre-war level. In five other 
industrialized countries, Sweden, Switzerland, France, 
Norway and Belgium, it was over 40 per cent higher; 
but in the United Kingdom and Denmark it was only 
about one-quarter higher. On the other hand, the 
growth of per capita output in the less developed 
countries, with the exception of Portugal, was much 
slower. In Greece recovery was delayed by internal 
strife, and by 1957 gross national product was only 
7 per cent above the pre-war per capita level. 


The factors underlying such widely divergent rates 
of growth are complex. In the very early post-war 
years the quick conversion of plant to peace-time use 
and the existence of reserves of labour in some coun- 


tries were important factors speeding recovery; but 
with these possibilities fully exploited in most countries 
by 1950, further advance was by and large dependent 
on new investment for the deepening, as well as for 
the widening, of the capital stock. High rates of 
growth of output have thus usually been associated 
with high levels, as well as with faster than average 
rates of growth, of investment; and the income created 
by the larger rises in investment appears to have been 
sufficient in such cases to assure a relatively greater 
rise in consumption also than elsewhere. These corre- 
lations underline the importance of the dynamic 
functional relationship between income and invest- 
ment: if a sufficiently high level of investment is 
achieved, absolute levels of consumption can also be 
significantly raised over a fairly short period of time, 
though some sacrifice by consumers may well be 
required in the early years. 


At the start of the post-war recovery, however, 
very pressing consumers’ needs had to be met from 
a limited output, and private consumption everywhere 
accounted for a much larger share of national output 
than in pre-war years. But by 1949-1950, with domestic 
resources supplemented by foreign aid, the backlog 
of urgent consumption demand had been satisfied in 
most countries. It was then both possible and neces- 
sary to step up the rate of investment in order to 
complete post-war reconstruction in some countries 
and to expand the stock of productive equipment in 
the others. Since 1950, gross fixed investment has in 
fact risen most in volume in nearly all countries, 
and the share of fixed investment in national product 


* Though as has been noted elsewhere (see Chapters II 
and III above) a rapidly rising labour supply has been an im- 
portant factor in the continuing expansion in western Germany 
and the Netherlands. 
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TABLE 1 


Gross national product and resource allocation, 1938 to 1957 


Gross Private Public Gross G Pri i 
Е о Сонин и аа а и р Percentage share 
Coun formation | Product tion tion oration fergie Gnas 
Percentage increases in per capita volume и 
1938 to 1957 1950 to 1957 1938 1948 1950 1957 
Austria 8 82 53 78 262 55 
Sone 40 35 68 76 

Western Germany © 65 67 6 106 60 59 7 1 60 ь a = 
oe : 53 38 74 142 Di) 32 35 39 76 75 69 68 

weden 51 40 19 12 34 27 70 69 67 60 
Belgium . 49 15 с 12 с 

| aS 1 с с 

Switzerland 43 4 у a ok 27¢ te 3 - fe = 
Portugal 43 42 44 55 17 До Ри и 4 80-79 
Norway . 42 37 55 66 20 15 14 24 70 64 67 58 
Finland . 39 Ae ae Rs 23 23 30 42 т 65 64 61 
а ыы 38 36 —5 81 42 31 52 75 67 We 2 67 
Netherlands . 36 й ca Be 21 14 20 47 74 69 64 59 Л 
Denmark 29 11 63 63 10 5 26 9 qi 2 1 67 
Treland 27 22 26 29 13 3 11 —3 78 82 82 74 
Luxembourg . Dye 4e 30 е 18 @ 6 a 61 58f 
Turkey ee 26 Rs oe oe 24 Pa ae x: ms 80 Wy 75 
United Kingdom . 25 9 44 36 17 11 16 42 76 И 71 65 
Greece : т, 55 41 29 23 76 91 84 WS 


eae EE EEE EEE EEE! 


Sources: General Statistics, OEEC Statistical Bulletins, July 1958 and 
January 1959, and national statistics. 


а In descending order of increase in per capita gross national product between 
1938 and 1957. 


has thus risen while that of private consumption has 
fallen. 


In the immediate pre-war years, the share of private 
consumption amounted to between 70 and 75 per cent 
of national product in most western European coun- 
tries. The only exceptions were western Germany and 
Italy, where military demands pressed heavily upon 
consumption levels. In the post-war years, therefore, 
the rapid expansion of fixed investment in these coun- 
tries could be matched by a reduction in the share of 
public consumption (mainly military expenditure) 
below pre-war levels rather than by a fall in the pre-war 
share of private consumption. By 1957, the proportion of 
total output absorbed by private consumption had 
fallen to between 60 and 65 per cent in most of the 
industrialized countries, and the share of domestic 
fixed investment had risen from about one-sixth in the 
pre-war and early post-war period to over one-fifth. 


In contrast, the share of private consumption in the 
southern European countries and in Ireland, at 75 per 
cent of the gross national product in 1957, was hardly 
changed since before the war, suggesting that changes 
in investment and public consumption tended to 


Ь Pre-war year is 1937 for Austria, 1936 for western Germany, and 1938/39 
for Sweden. 


с 1952 to 1957. d 1938 to 1956. е 1950 to 1956. Л 1956. 


cancel out. Domestic fixed capital formation now 
absorbs about one-seventh of the gross national 
product in the less developed countries. 


Now that domestic fixed investment has reached as 
high a proportion in the industrialized countries as in 
periods of peak activity in the past, any protracted 
further increase in its share of national product seems 
less likely; and a stabilization of the present shares 
of private consumption and of fixed investment would 
imply that any given increase in national product 
would lead from now on to a greater percentage rise 
in consumption than in the last decade. To put it 
another way, consumption demand now seems likely 
to be a more important determinant of economic 
growth than in the past. 


The position in the less developed countries of 


‘western Europe is of course different, in that the level 


of productive investment there is still low and the 
rapid growth of their economies in the future depends 
on a further increase in the share of investment. To 
the extent that this happens, private consumption will 
rise more slowly than total output and its share of 
output will fall. 
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TABLE 2 


Factors influencing the share of private consumption in national product 1950 and 1956 


Gross national : | Personal disposable Е м. 
оне at factor j Corporate saving income as Private consumption 
cost as percentage Сы (before tax) percentage of as percentage 
of gross national as percentage as percentage gross national : of personal 

Country product at market of personal income of national income | product at market | disposable income 
prices prices 

1950 1956 1950 1956 1950 1956 1950 1956 1950 1956 

оао аа 91 88 19 19 7 4 71 72 103 89 ы 
ВЫ дс обо 91 92 13 13а 4 6 79 77 а 96 91 ; 
ОЕ ос во 91 89 11 135 3 36 80 756 91 92 
Вало ae 86 89 8 7 ae вы se s 
WINES nu a0 a 86 85 14 15 4 5) 2 73 98 95 
Western Germany. 87 86 17 с 18 с 72. с 69 са 89 с 83 са 
Giessen so “oa 90 89 4 с 6 с т 86 < 82 с 97 с 93 с 
ЕО оо 89 86 5 5 7 6 83 81 99 95 
Хе se 91 92 18 е 19 4 8 60 е 66 88 87 
Netherlands .... 89 90 17 19 69 69 92 86 
Мои. 96 91 : an a ae ae 
GWG сопке 93 92 16f 19 70 70 96 89 
НИ две 95 95 es ny 6 9 = oe He 
United Kingdom . . 88 88 14 13 12 10 70 71 101 92 
Sources: Yearbook of National Accounts Statistics, 1957 and Statistics а 1953. Ь 1954. 
of National Income and Expenditure, United Nations; General Statistics, с Personal income includes corporate saving. 
OEEC Statistical Bulletins, January and July 1958. 4 1955. ROS See. 


The Growth of Personal Savings 


The decline in the share of private consumption 
noted above can also be viewed in relation to personal 
income and to changes both in the burden of indirect 
and direct taxation and in corporate and personal 
savings. In general, available data do not permit an 
assessment of the separate impacts of net indirect 
taxation on private consumption and on other elements 
of final demand. However, from the relationship 
between gross national product at factor cost and at 
market prices illustrated in Table 2, it is clear that in 
the post-war period the net burden of indirect taxation 
has somewhat increased in most countries. The 
increase is modest and seems to reflect sharp rises in 
purchases of the more heavily taxed goods and reduc- 
tions in subsidies rather than big increases in indirect 
taxes. 


Between 1950 and 1956, the share of direct taxes 
in personal income rose in all countries other than the 
United Kingdom, where it fell slightly, and Austria, 
Belgium and Ireland, where it remained almost 
constant. Broadly speaking, it seems that higher 
indirect and direct tax burdens were associated with 
increases in the share of public expenditure, first for 


defence, in the years following the Korean war, and 
then for other purposes (including transfers). 

The proportion of corporate saving (before tax) in 
national income fell in Austria, Finland, Ireland and 
the United Kingdom, tending to raise personal 
disposable income and consumers’ purchasing power, 
and thus to offset some of the effects of the higher tax 
burden. In Belgium, France, Luxembourg and Switzer- 
land there was a rise in the share of undistributed 
profits in national income. The changes in taxation 
and in corporate saving would thus seem to have 
exercised only a limited influence in bringing about 
a fall in the share of private consumption, and in many 
instances cancelled each other out. 

The most important factor accounting for the 
marked decline in the share of private consumption 
seems to have been increased personal saving, which 
is roughly indicated by the ratio of personal con- 
sumption to personal disposable income shown in 
Table 2. In all countries for which data are available, 
this ratio fell by almost as much as did the share of 
consumption in gross national product. The increase 
in personal savings would thus seem to have made an 
important contribution towards financing the very 
sharp expansion of investment between 1950 and 1956. 
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a CHART 1 


Per capita private consumption, 1938, 1950 and 1956 


( Average рег capita value of private consumption 
in 1950 in countries shown = 100 ) 
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Weighted average of industrial countries 
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Ireland 

Based on 1950 dollars at European relative price weights 
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DK — Denmark NL — Netherlands 
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Sources and methods: See Appendix B. 


Changes in per capita Private Consumption 


The differences in the levels of private consumption 
among the industrialized countries in western Europe 
in 1938 were wide indeed. Per capita private con- 
sumption in the two richest of the eight advanced 
countries — the United Kingdom and Denmark — 
was more than one and a half times as high as in the 
Netherlands and in western Germany at the other 
extreme. As a result of marked differences in subse- 
quent rates of growth of output, however, the margin 
between the highest and lowest income levels within 
this group has narrowed to less than one-fifth. 


As has been mentioned, real income has grown much 
more slowly in the less developed countries of southern 
Europe, other than Portugal, and in Ireland; but there 
was no marked change in the share of capital formation 
and public consumption in total output, so that 
private consumption rose in line with real product. 
For the group of such countries shown in Chart 1 it 
has risen since before the war by over one-fifth. The 
increase would, of course, be considerably smaller if 
northern Italy were excluded and if allowance could 
be made for the modest rise in Spain.? Consequently, 
the gap between consumption levels in the indus- 
trialized and the less developed areas in Europe 
widened during this period both absolutely and 
relatively. This too can be seen from Chart 1, where 
the trend of real per capita private consumption since 
1938 is shown at European relative price weights for 
eight countries,* and at 1950 exchange rates for others. 
The latter group, and in particular Sweden, would 
undoubtedly be higher up on the chart if their national 
products were calculated on the same basis as those 
of the eight, but the trends over time would hardly 
alter. 


Thus, in respect to consumption, the tendencies 
in western Europe were not dissimilar from those 
prevailing in the rest of the world, despite the some- 
what closer economic ties within the area. As a 
result of the economic growth of the last few decades, 
poverty and inequality within the industrial countries 
no longer excite men’s minds as they did before. 
Instead there is a gradually increasing awareness of 
the very wide gap between living standards in those 
countries and in the less developed areas of the world, 


з According to Svimez (Notizie Sull’ Economia del Mezzo- 
giorno, Rome, 1956, p. 29) per capita income increased by 
one-third between 1938 and 1954 in northern Italy and by 
about 7 per cent in southern Italy. The expansion in per capita 
output in Spain in recent years amounted to no more than 
one-eighth as compared with the 1931-1935 levels. See Higinio 
Paris Equilaz, Factores del Desarrollo Econémico Espafol, 
Madrid, 1957, p. 448. 

4 Belgium, Denmark, France, western Germany, Italy, the 
Netherlands, Norway, the United Kingdom. Source : Milton 
Gilbert and Associates, Comparative National Products and 
Price Levels, OEEC, Paris, 1958. 


TABLE 3 


The pattern of private consumption in western Europe and the United States in 1956 


Percentages of total consumers’ expenditure in current prices 


EIR EE, SS Se aS 
Shelter 


Total of food,| Alcoholic Durable 
i i Other 8 
i Fuel, light | Clothing and | drinks and Е 
> Ч ae Total Rent and household shelter tobacco g 
operation 

Deniniarke eee 28 12 14 6 8* 55 я у = 
В 3 4 a 5 30 10 D2) 14 8 62 ; 5 - 
Swedenter maa. me 31 13 ПИ 9 8 61 — : > 
МОЕ 5 6 0 oo © 32 16 16 7 8 63 
Western Germany @ . 32 1S; aay 7 4f 59 , р g : a 
United Kingdom . . 33 10 ИИ 8 8 60 ; ie > 
охорони. 35 13 12 9 3 61 : >. 
а В 13 192 4 й 62 8 
Аооитае ве eee 37 13 of 5 4f 60 12а 13 ee 
Netherlands 37 17 Wy 6 6f 67 6 8 ¥ 
ТЕ! со обе 38 12 14 4 о 63 17 Е > 
Finland 38 18 13 7 6 69 8 
aly 2 eects". i 46 11 9 3 6 66 И 3 re 
ROntU Saleen о 50 BA a 1 a: ee г 
ЗАО ЕЯ 5 5 co c 50 18 ql 1 6 15 10 4 es 
Greece ...... 58 13 6 2 
ео але а. 26 9 20 1 8 55 6 10 и 
О Е С ЕЕ НЕВЕ ЗЕ ИЕ ИНН 

Sources : General Statistics, OEEC Statistical Bulletins, July 1958 and с 1954. 
January 1959; United Nations, Yearbook of National Accounts Statistics, 1957, d Including soft drinks. 
and Statistics of National Income and Expenditure, January 1957; and national е 1955 
Statistics. . 


@ In ascending order of the proportion of food expenditure. 
b Including items for which separate information is not available. 


and growing concern over how to remedy this situa- 
tion. Against this background, the widening of the 
gap even within Europe is a matter for reflection. 


The Pattern of Private Consumption 


As can be seen from Table 3, the present structure 
of private consumption expenditure in western Europe 
is broadly as follows; the share of food — and slightly 
less clearly that of drink and tobacco — is generally 
high in the less developed countries and lower in the 
richer ones; the share of durable goods and mis- 
cellaneous items of expenditure behaves in the oppo- 
site way. The share of clothing in total consumption 
follows no clear pattern, whereas expenditure for 
shelter (rent, fuel, light, household operation, etc.) 
usually behaves in the same way as for durable goods, 
though differences in rent control policies and climatic 
conditions distort the general picture. 


Л Excluding household operation. 
8 Including all non-alcoholic beverages. 


While the proportion of consumption expenditure 
devoted to food differs significantly from country 
to country, it is remarkable that in the industrial 
countries of western Europe the share of combined 
expenditure for the “basic” human needs—food 
(excluding drink and tobacco), clothing and shelter — 
works out fairly uniformly at between 60 and 65 per 
cent of total private consumption. In this respect, 
differences in levels of real per capita incomes appear 
to exert but little influence. This is largely “because a 
declining share of expenditure on food is usually 
associated with a rising share of expenditure for 
shelter. In the less industrialized countries, on the 
other hand, the expenditure for these “ basic ” needs 
absorbs some 70 to 80 per cent of the total. With 
drink and tobacco accounting for another 10 per 
cent or more, it is obvious that not much room is 
left in these countries for expenditure on consumers’ 
durable goods and miscellaneous items. 


inti ii 
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2. TRENDS IN EXPENDITURE ON Foop, CLOTHING AND SHELTER 


The Share of Food in Private Consumption 


In the post-war years, expenditure on food (exclud- 
ing alcoholic drink and tobacco) 5 has accounted for 
about 30 per cent of total private consumption in 
Belgium, Denmark, Norway, Sweden and the United 
Kingdom and for a somewhat higher share in the 
other industrial countries of western Europe. In 
the southern countries it has ranged from over 45 per 
cent in Italy and 50 per cent in Portugal and Yugoslavia 
to nearly 60 per cent in Greece (see Tables 3 and 4). 
The share has tended to rise during these years in 
Ireland, Norway, and the United Kingdom and to 
fall in Austria, Denmark, France, western Germany, 
Greece and Italy, with little or no change in Belgium, 
Sweden and the Netherlands. In general, these 
movements were associated with similar changes in 
the relative price of food. 


It is striking that in very nearly all countries 
for which pre-war data are available, the share in 
post-war years was the same as or higher than, in the 


5 See the end of Section 3 for a discussion of the demand 
for drink and tobacco. 


pre-war period. This is perhaps less surprising in 
countries which had only a modest expansion in per 
capita consumption, such as Denmark, Ireland and 
the United Kingdom; but even in Austria, western 
Germany, Italy, the Netherlands, Norway, and 
Sweden, where private consumption has risen by as 
much as one-half or more since before the war, the 
share devoted to food has either remained at pre- 
war levels or risen. 


This virtual stability of food expenditure in relation 
to total private consumption seems in fact to be a 
rather long-term phenomenon, as can be seen from 
Chart 2, where the development over three to four 
decades is shown for Denmark, the Netherlands, 
Sweden and the United Kingdom, and over eight to 
nine decades for Italy and the United States. Since 
the ’twenties private consumption has grown at 
different rates from country to country, but had 
everywhere risen by two-thirds or more in volume by 
1956. Very violent movements had taken place in 
relative prices during this period, which was succes- 
sively one of marked economic expansion (the ’twen- 
ties), the world depression (the ’thirties), a major 


TABLE 4 


Expenditure on food and its share in private consumption 


Food expenditure as percentage of private В Relative | Elasticities of per d 
consumption A oad price of capita expenditure for food 
Country а (Annual averages at current prices) р В и food С 1950 to 1957 
19385 — 1950-1952 1953-1955 1956-1957 Percentage change 1950 to 1957 seit oe 
| 
= 0.4 е 
Е в в es 26 29 28 ре Зе Le 2е де 
и ож шо вс i. 30 F 29 29 iba Tf —3f 0.6 Л 0.6 Л 
РАО о и & 5 0 6 31 31 31 30 12 2 bs 0.9 0.1 
INOEWAY, о о 32 30 31 32 15 14 8 ee? 1.0 
Western Germany. . . 32 34 33 ae 47 8 31 8 78 0.9 & 0.7 8 
United Kingdom .. . 29 30 32 33 11 8 14 1.3 р 0.7 у 
ето в. me 34 34 35 17% 181 2h 12, ill 
асе ое = т 40 38 36 32 23 —9 0.7 0.7 
Netherlands ..... 36 37 38 37 17 е 15е BG ие 0.9 е 
а Е о 40 39 37 40 42 —3 1.0 11 . 
а omar te ee 35 36f 37 37 6f 10f ih 1.28 1.6 
Ital р 45 48 47 46 30 24 | —3 0.8 0.8 
т Att Фе о 60 58 58 38 f 34/1 Def Lov 0.9 Ff 
Winited States. = 24: 24 27 2 26 @ 5) © one —4e eee 16 


Sources : General Statistics, OEEC Statistical Bulletins, July 1958 and 
January 1959, and Statistics of National Product and Expenditure, No. 2, 
OEEC; national statistics. | 
а In ascending order of the share of food expenditure in private consumption 

in 1956-1957. 
Ь pre-war data are not always strictly comparable with those for post-war 
years. 


C Ratio of the index number of food prices to that of consumer prices in 
general. 

d Relates the per capita percentage increase in food consumption to that of 
total private consumption. 

е 1956 ог 1950 to 1956. 


f 1952 or 1952 to 1957. 


h 1952 to 1956. 


9 


1950 to 19585. 


CHART 2 


Long-term trends in food expenditure (in percentages of total private consumption) 


1920 1925 1930 1935 1940 1945 1950 1955 
Denmark 30 
30 See 
ие РА Ао 
0 
20 2 
Sweden 
40 | 
es И ore Tao foie si bee ae 30 
United Kingdom 
40 40 
30 г 30 
20 20 
Netherlands 
ь ео от, 38. coy vedi — па Gg Ore | = 
30 OOO OOOO CIO Os Gas ооо ОКО NCIS о te 30 
USA 
30 ое р рее НЯ ee eeeee ‘ | 
20 20 
Italy 
60 60 
50 Е ЕВ i 
40 40 
1920 1925 1930 1935 1940 1945 1950 1955 
Italy 
60 
50 м Е 
Current prices 
40 
isi: Oa «(LO =e 40 20 GO: о B® 180 2 Se Constant prices 
40 
= Sources and methods : See Appendix В. 
30 
20 
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war and then post-war reconstruction and prosperity. 
Yet, all these disturbances seem to have been no more 
than surface ripples in their impact on the share of 
consumers’ expenditure devoted to food. 

In the United Kingdom ® and the Netherlands the 
share was lower during the depressed ’thirties than in 
succeeding years, and rose in the period of post-war 
prosperity to the level of the early ’twenties. In 
Sweden, the proportion spent on food has been 
virtually unchanged since the early ‘thirties and in 
Denmark it has risen only slightly. In Italy it seems 
to have fluctuated around 50 per cent from the 
1860s to the 1930s; thereafter it moved as in other 
countries until the later post-war years, when the 
share returned to the level current during the ’thirties. 
In the United States, the ratio of expenditure on food 
to the total fell steadily from 38 per cent after the 
Civil War to less than 30 per cent in the *twenties, at 
which level it has since stayed, except during the 
thirties. 

In terms of constant prices (where errors due to the 
statistical difficulties of deflating long-term series 
must, however, be allowed for), the share of food 
expenditure in the United Kingdom, the Netherlands 
and the United States shows even less variation. 
This suggests that changes in the relative price of 
food had little effect on real expenditure and merely 
caused small fluctuations in the curve for the ratio 
of food to total expenditure at current prices. The 
general decline in this ratio during the ’thirties 
would then be mainly a reflection of the lower relative 
price of food during the great depression, and the 
subsequent rise during the ’fifties can be regarded as a 
correction of this position. 


Elasticities of Food Expenditure 


From the long-term trends described above, it 
would seem that over the last few decades the elasticity 
of food expenditure at constant prices was near unity 
in the economically developed western European 
countries, and that a given percentage increment in 
total consumption was associated with a roughly 
equivalent rise in food expenditure. The experience 
of these countries seems surprising in view of the 
widespread belief that food absorbs a decreasing 
share of total expenditure as income rises, a belief 
first formulated by the German statistician Ernst 
Engel a hundred years ago and confirmed by the 
findings of various family budget inquiries for different 
income groups and in different countries at a point 
of time.? According to these studies expenditure 


6 The pre-war data for the United Kingdom form part of a 
study now under preparation by Mr. W. Beckerman, to whom 
the Secretariat is indebted for permission to use his estimates. 
These estimates are based on original data prepared by Professor 
J. R.N. Stone and adjusted by Mr. Beckerman to fit post-war 
series. 


elasticity 8 coefficients for food are lower than unity. 
The extreme values range from 0.8 in the poorest 
countries, such as India and Ceylon, to 0.4 in the 
highly developed industrial countries of western 
Europe and in the United States. A blind application 
of these elasticities derived from household surveys 
to changes over time would thus be very misleading.® 


The striking divergence between the elasticities 
derived from family budget studies and from long- 
term trends can, however, be explained. In fact, the 
former measure the influence on food expenditures of 
only one factor, viz., a change in income, all other 
things being equal; but with rising incomes over time 
a number of other factors, which cannot always be 
statistically measured, exert an influence on the 
pattern of consumption. The influence of some of 
those factors, such as changes in the structure of food 
consumption and in relative prices of the main foods, 
is discussed below. The elasticity coefficients derived 
in the present study from national accounts data are 
related to the influence of all these factors taken 
together and therefore cannot be expected to duplicate 
the static cross-section income elasticities derived from 
family budget studies. 


Several reasons for the stable share of food ex- 
penditures in total consumption may be briefly stated. 
First, there has been an increase in the proportion of 
women in the labour force, a fall in the number of 
domestic servants and a rise in the extent to which 
food is processed in the factory instead of at home. 
This has resulted in a statistical increase in national 
income to the extent that the formerly unpaid services 
of housewives are now performed through the market 
mechanism. Secondly, there has been a general 
decline in the farm population and its auto-consump- 
tion and a corresponding rise in the urban population, 
whose per capita consumption is usually higher in 
value if not always in quantity. Thirdly, better 
packing, servicing, distribution, marketing and ad- 
vertising, and the widespread use of tinned and frozen 
foods, have added to the non-food content of food at 
the retail stage. It is now cleaner and more attractive, 
if not always tastier. Moreover, higher incomes, 
increased leisure, more working women and a smaller 
family size have led to more frequent eating out, 
longer holidays and increases in other consumption 
of food outside the home. Changes in the distribution 


7For a summary of the results, see “ Factors influencing 
the Trend of Food Consumption” in The State of Food and 
Agriculture 1957, FAO, pp. 70-110. 

8 Income elasticities are slightly lower since both savings and 
taxation are usually a progressive function of income. 

9If the actual expenditure elasticity over time were near 
this figure, the share of food expenditure in the United Kingdom 
and Sweden would have fallen from about 31 per cent in the 
early ’twenties and ‘thirties to only 24-25 per cent in the post- 
war years; for the United States, it would have fallen from 
28 per cent in 1929 to only 22 per cent in 1956. 
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TABLE 5 


Quantities of food consumed and their expenditure elasticities 


Based on per capita quantities and per capita values at constant prices 


Percentage increases from pre-war to 1956 Pi peadimectasiaitis те ИО 
Physical quantity of food consumed 
Sous i Privat i Cereal р Other Fruit 
Population о ри оп| - Total errs Dairy One a Eee т ot al ce $ ге ity animal a Nee: 
food potatoes products products  etables potatoes products’ etables 
i —0.2 — — 0.5 
t в. 36 47 5 3 —8 — 1 24 (Oni 
т Е 7 oe 15 —8 27 12 121 0.5%. —0.3* 0.9* ОАО 
Denmark see 19 10 —4 aft —2 —17 87 —0.4 г —0.2 —1.6 35 
Ierances 7 soe 6 31 12 —10 13 23 11 04 £—0.3 0.4 0.8 0.3 
Western Germany . 30 5 62 5 —1 —15 —8 —4 18 — т —0.1 4 —0.1 fl 0.3 
Greece 18 eA 10 — 14 —4 a 15% — 21 —0.6 x. 
Treland ¢ —1 29 6 —3 34 —10 2] 0.2 —0.1 le? —0.3 0.7 
Italy 12 31 12 —7 38 8 58 04 —0.2 2. 0.2 1.8 
Netherlands 25 ae 4 —13 —1 — 9 0.4* —1.3* —0.2* —* 0.9* 
Norway . 18 34 3 —18 5 —3 31 0.1 —0.5 0.2 —0.1 0.9 
Sweden vr a 16 40 5 —18 —6 7 59 0.1 —0.5 —0.2 0.2 i 
United Kingdom . 8 8 1 70 8 —4 2 0.2 =O 1.1 —0.6 0.3 
United States 29 5 8 —21 —4 26 —17 0.1 —0.4 —0.1 0.5 —0.3 


Sources and methods: Зее Appendix В. 

Note.—The principal food items have been aggregated using 1954 retail- 
price weights. The data should be treated as approximations only, since pre- 
war refers to 1938 for population and private consumption, and to 1934-38 


for food consumption; 1956 data for food consumption refer to the agricultural 
year 1955/56. 


of income in favour of the lower income groups also 
tend to keep up the over-all elasticity of food ex- 
penditure. 


Since the service and other non-food content rises, 
all these factors, which family budget studies do not 
easily take into account, tend to raise food expenditure, 
even though the physical quantity of food consumed 
does not increase proportionately (see Table 5). For 
this reason, so long as there are grounds for consider- 
ing that similar general factors will continue to be 
associated with economic growth in the more deve- 
loped countries, elasticities derived from national 
accounts aggregates over time may give a better indi- 
cation of expenditure patterns at current prices in the 
future than those derived from family budget studies.!° 


In practice, for the establishment of medium-range 
projections in a number of high-income countries, 
where the share of food expenditure in total consump- 
tion is already down to about 30 per cent, it seems 


10 For a similar conclusion, see Ragnar Bentzel, “ Consump- 
tion in Sweden: 1931-1965”, Skandinaviska Banken Quarterly 
Review, January 1958, pp. 17-18, and Den Private Konsum- 
tionen i Sverige 1931-1965 (Stockholm, 1957), by the same 
author; and H. S. Houthakker, “ An International Comparison 
of Household Expenditure Patterns, Commemorating the 
Centenary of Engels’ Law” in Econometrica, Vol. 25, No. 4, 
р. 550: 


@ Relates the per capita percentage increase in the physical quantity consumed 
to that in the value (at constant prices) of private consumption. 


Ь pre-war: 1937 for Austria and 1936 for western Germany. 
с Change from pre-war to 1955 ог 1954/55. 
Я Cereals only. 


reasonable to assume a more or less constant share cf 
this order without attempting a sophisticated analysis 
of the factors at work. For the projection of demand 
for individual commodities, of course, it is necessary 
to take into account changes in the pattern of ex- 
penditure within the food category and in the con- 
sumption of specific commodities over time. 


It is nonetheless reasonable to presume that at some 
time in the more distant past the share of food ex- 
penditure in the now economically developed countries 
must have been rather higher; and this would seem to 
be borne out by United States experience in the period 
before the 1920s and by the fact that the share of 
food expenditure in consumption in the less developed 
countries to-day is so much greater than it is elsewhere. 
The fall in this share in industrialized western Europe 
must therefore have taken place during a transition 
period, when the widespread appearance of new 
goods and services on the market and rising incomes 
provided a wider range to consumers and thus reduced 
the importance of food in total consumption. Once 
the transition was made and the share of food ex- 
penditure had fallen from one-half or more to one- 
third or less, the factors described above seem to have 
stabilized the share thereafter. On this assumption, 
the share of food expenditure in the less economically 
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developed countries of western Europe, now nearly 
50 per cent or even more of total consumption, can 
be expected to decline as development proceeds; and 
this seems to be reflected in the post-war experience 
of Greece and Italy (see Table 4 and Chart 2). th 
these countries, therefore, the elasticities of food 
expenditure over time should be lower than in the 
more developed ones, a conclusion contrary to the 
findings of family budget studies at a given point of 
time. The widely accepted belief that the proportion 
of expenditure spent on food over time falls with 
rising income would thus seem to apply only to a 
transition period in an economy. It is impossible to 
predict whether or not a second transition to a mark- 
edly lower share of food consumption in the total is 
to be expected at some future time as incomes rise 
beyond the levels yet reached in any country. 


The Pattern of Food Consumption and Relative Prices 
of the Principal Foods 


The substantial differences in patterns of food 
consumption among the countries of western Europe 
are no doubt associated with differences in climate, in 
food production, and in national tastes, income levels 
and relative prices. As can be seen from Appendix 
Table I, the calorie intake per person in the more 
advanced countries is about one-sixth higher than in 
the Mediterranean countries. This is partly due to 
lower calorie requirements in the warmer Mediter- 
ranean climate, but partly also to lower. real incomes. 
In the southern European countries other than Italy, 
rising real income has led to marked increases in 
calorie intake. In the developed countries, on the 
other hand, despite rising incomes, there has been no 
significant increase in per capita calorie intake since 
before the war; in some (Denmark, Sweden and the 
United States) there was actually a decline, probably 
resulting from some reduction in manual labour and 
in calorie needs. 


Other changes in patterns of food consumption, 
however, were rather more important. In all western 
European countries fewer calories are now derived 
from cereals and potatoes and more from protective 
foods, such as dairy products, meat and eggs, fruit 
and vegetables, and from fats, sugar and syrup. This 
change was reflected in the differences in the expendi- 
ture elasticities for physical quantities of the principal 
foods. As can be seen from Table 5, the elasticities in 
different countries do not consistently correspond to 
differences in real per capita income; but the expen- 
diture elasticies for physical quantities of starchy 
foods such as cereals and potatoes are nevertheless 
negative for the developed countries. Those for dairy 
products are considerably higher, and actually greater 
than unity in the Mediterranean countries. In the 
advanced countries, the greatest expansion of demands 


appears to have been for fruit and vegetable, for 
which the elasticies are very high. The shift away 
from starchy foods was much more pronounced in 
the richer countries than in southern Europe,}? so 
that per capita consumption of animal products in 
these countries is now some two to three times higher 
than in the Mediterranean area. On the other hand, 
the consumption of fruit and vegetables in the Mediter- 
ranean countries is from one and a half times to 
twice as high as in the more developed countries 
(except Switzerland) and about the same as in the 
United States (see Appendix Table I). 


One of the most important reasons for some rise 
over pre-war in the share of food expenditure in 
private consumption is the rise in the price of meat 
relative to prices of cereals. As can be seen from 
Table 6, per capita consumption of cereals and 
potatoes declined in nearly all countries between 
the pre-war years and 1956/57, even though subsidies 
and other measures had led to a fall in their relative 
retail prices in most countries. For protective foods, 
however, both consumption and relative prices gener- 
ally rose. 


Retail prices of milk products were kept down 
by subsidies and controls, so that in the early post- 
war years their relative prices, like those of cereals, 
had fallen nearly everywhere. Control of meat prices” 
was either not attempted or was much less effective 
and the relative price of meat rose sharply. These 
divergent price movements encouraged a very steep 
increase in consumption of milk products and an 
absolute fall in that of meat, which was also affected by 
supply limitations in the early post-war years. After 
1950, consumption of milk products again rose in 
those countries where the relative price of milk fell and 
fell where the relative price rose; however, there was a 
further increase both in the quantities consumed and 
in the relative price of meat. 


Notwithstanding the substitution between milk 
products and meat, consumption as well as the relative 
prices of animal products as a whole rose in relation 
to other foods. Where this was not so the net effect 
of opposite movements in consumption and price 
was still such as to increase total expenditure for this 
group. If animal products were to become relatively 
cheaper in the coming years, some decline in the share 
of consumers’ expenditure devoted to food might 
occur, as happened in the ’thirties. 


The coincidence of a fall in consumption of cereals 
and potatoes with a fall in their relative price and 
of a rise in consumption of animal products with a 


11 The consumption figures for fruits and vegetables should 
be treated as approximations only in view of difficulties in esti- 
mation. 

12 Per capita consumption of cereals in Portugal in post-war 
years was in fact higher than in pre-war. 


TABLE 6 


Changes in per capita consumption and relative prices of selected foods 


Cereals and potatoes Milk Meat Cereals and potatoes Milk Meat 
i i - 1 - lati Co - Relati Consump- Relative 
р acetal аа 
Percentage change between pre-war and 1956/57 Percentage change between 1950/51 and 1956/57 

i — 3 29 — 
И ор о —9 —19 —5 —32 —2 30 8 2, 4 
Sea Ge ea Se —11 —17 36 —1 31 —7 —4 —6 —4 18 37 10 
Denmark... | —5 6 —3 —9 —9 96 —8 —3 —13 6 15 8 
inlandeos as eee —14 —13 32 12 21 113 —16 —5 21 —21 17 2 
ИЕ побоев —13 —11 41 —9 al —6 —7 —4 34 —12 2] 5 
Western Germany. . —16 20 1 5 —5 49 —8 23 ip 9 38 9 
Gicece meer ee —6 3g 10 % 24 os —5 48 “ff 51 
Treland far ви. fay: —8 —22 15 —19 —8 27 —3 —2 — —16 4 12 
italy о —8 12 48 20 d 63 —2 —12 17 —10 ЕЛ! 
Netherlands)... | —16 —5 5 —16 —1 Si, —11 1 4 32 21 15 
INOEWAysn ee wee © —16 —7 34 —21 —4 1 —12 10 —2 —10 2 
POLS al ев: 25 и 69 on sit —3 —4 50 —11 18 7 
SMO овес —18 —7 —16 1 8 59 —14 10 —16 20 1 41 
Switzerland =. = —8 3 —9 —7 —2 DS —13 —7 —7 — 17 
О Ос ооо 5 т 1 a —8 5 —3 —1 
United Kingdom . . —4 39 27 —19 4 39 —11 54 —5 9 40 54 
Yugoslavia® .. . И ae ne : 11 10 —2 
ое ae. —25 19 18 —3 29 41 —9 2 4 a 26 —6 


Sources : Consumption data: Yearbook of Food and Agricultural Sta- 
tistics, FAO, Rome. Prices: Yearbook of Labour Statistics, ILO, Geneva, and 
national statistics. 


@ Liquid milk plus the milk equivalent of cheese. 
5 Pre-war to 1955/56 and 1950 to 1955/56. 


rise in their relative price would suggest that the 
influence of price changes has been small and that 
the shift away from cereals has been much more 
a function of rising real incomes and standards of 
living. To the extent that price changes resulted from 
factors other than agricultural policies, they were a 
reflection of this shift rather than the cause of it. 


Demand for Clothing 


As can be seen from the figures in Table 7, expendi- 
ture on clothing varies from one-tenth to one-sixth 
of total private consumption expenditure. There is 
no clear connexion between the share of expenditure 
on clothing and levels of real income in different 
countries. Thus, it is lowest (about 10 per cent) 
in the United Kingdom, Belgium and the United 
States and highest (13 to 17 per cent) in France, 
western Germany, Sweden, Norway and the Nether- 
lands, with Greece, Italy, Ireland, Austria and 
Denmark lying between the extremes. 


с 1950/51 to 1953/54. 


Note. — The figures for consumption refer to calorie intake based on the 
per capita quantities consumed. The change in relative price is measured by 
the relationship of the index number of the price of each product to that of the 
cost of living. 


Since 1950, with the disappearance of post-war 
shortages and the fall in fibre prices in 1951, the 
share of total consumption expenditure devoted to 
clothing has gradually been declining, and the pre- 
war relationship has now been more or less restored. 
Elasticities of expenditure for clothing have been 
greater at constant than at current prices owing to 
the fall in the relative price of fibres. In all cases, 
clothing expenditure measured in constant prices has 
increased more (or fallen less 13) than consumption of 
fibres in physical terms, suggesting that much of the 
increased spending is on better quality clothing and 
on an associated higher content of finishing, processing 
and distribution services. In fact, the volume of fibre 
consumption fell between 1950 and 1956 in all the 
advanced countries of western Europe except western 
Germany and Austria, where it was particularly low 


13 The actual decline in the volume of clothing expenditure 
between 1950 and 1956 in some of the countries was in part 
due to the excessively high level of war-scare buying in 1950. 


—~ 
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TABLE 7 


Expenditure on clothing and its share in private consumption 


Per Per Per 
ane cori eae El Е 
к : private clothi ticiti 
Clothing expenditure as percentage | consump. | expendi= | consump- | Rejaive | capa expenditure 
Country 4 (Annual averages at ЕО aa ws sta price oe а. 
кт clothing 1950 to 1957 
Constant prices ние 
1938 5 1950-1952 1953-1955 1956-1957 Percentage change, 1950 to 1957 aia сы 
Netherlands. . . 
nae 10 18 16 lyfe Wee 29 f —8 —20F 0.6 f egies 
УТС. 13 18 17 16 15 4 —9 —2 0.7 0.3 
Western Germany 15 16 15 я 47 8 38 8 33 —8 8 0.6 8 08 8 
Luxembourg. . . A 15 14 13% 174 3h i —3h 0.3 4 0.2 A 
ee ‘sn a eae 14 15 14 13 12 4 —4 —12 0.5 0.3 
ЕКО = о xe 17 14 13 40 17 2 —17 0.4 0.4 
Ета sere Ee 15 19 13 32 40 16 —16 
cise : 0.8 128) 
ВС Е 14 13 12 38 / 37 64 —10/ 0.87 1.07 
Е о ое в 16 15 13 12 5 —14 —26 —8 — — 
Treland И 11 137 12 12 61 6/ 3 —9/ 0.5/1 1.07 
Belgium. : + 11/ 11 ili 12/ 17/ Thi —31 НЫ) 1.47 
Italy er о 13 12 11 30 18 4 —6 0.6 0.6 
United Kingdom. 10 11 10 10 11 6 —4 —10 0.6 0.5 
United States . . 11 10 9 Of of —1f —8 a5 3) te = 


Sources : General Statistics, ОЕЕС Statistical Bulletins, July 1958 and 
January 1959, and Statistics of National Product and Expenditure, No. 2, 
OEEC; FAO, Commodity Series, Bulletin No. 25, March 1956, and Monthly 
Bulletin of Agricultural Economics and Statistics, December 1957; national 
Statistics. 

@ In descending order of the share in 1956-1957 of private consumption. 


Ь pre-war data are not always strictly comparable with those for post-war 
years. 

с The change (from 1950 to 1956) in the unweighted sum of cotton, wool, 
rayon and other synthetic fibres consumed. 


in 1950, and France, where there has been a very 
rapid expansion of over-all demand in recent years. 


Even in the less developed countries, fibre consump- 
tion rose more or less in line with population growth 
and much less than the volume of expenditure on 
clothing. The expenditure elasticity of fibre consump- 
tion for the post-war period was thus negative in the 
developed countries and extremely low in the less 
advanced ones. These very low elasticities no doubt 
reflect in part the abnormal consumption of textiles 
in 1950, which was a consequence partly of post-war 
restocking and partly of speculative buying due to 
the Korean war; but even after making allowance for 
these factors it would seem that demand for fibres 
is unlikely to grow much faster than population in 
western Europe. In view of the growing substitution 
of natural fibres by artificial ones, the consumption of 
natural fibres may be expected to rise even more slowly. 


d Ratio of the index number of the price of clothing to that of consumer prices 
in general. 

e Relates the per,capita percentage increase in clothing expenditure to that 
in total private consumption. 

Л 1956 or 1950 to 1956. 


8 1950 to 1955. 

A 1952 to 1956. 

? Data for Belgium include Luxembourg. 
1 1952 or 1952 to 1957. 


Expenditure for Shelter 


Expenditure for shelter (rent, water charges, fuel, 
light and household operation’) varies between 
one-tenth and one-fifth of private consumption (see 
Table 8); and nearly half of this total represents the 
cost of light, fuel and household operation. Changes 
in these costs since before the war have not been very 
different from those of the cost of living in general, 
but this is not true for rent alone. Rent control, 
almost universal during the war and post-war years, 
has significantly influenced expenditure on housing 
accommodation — which generally amounts to one- 
half of total expenditure on shelter. 


14 Household operation includes domestic service, miscella- 
neous expenditure on non-durable goods (such as matches and 
cleaning materials), repairs to household durables and to clothing 
and footwear, cleaning, dyeing, insurance, etc. 
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TABLE 8 


Share of rent in total private consumption and relative costs of rent and of dwelling construction 


Total 


Ratio of index numbers of rent to 


shelter Rent index numbers of 
tage of privat Se a aaa bg ие 
reentage 
Country ¢ aera empenaiune at current prices ee 2 ион: living construction 
1950 1957 
1956 1938 1950 1956 (1938—100) В (1950=100) с 
i 63 60 111 106 
Switzerland aaa nen вс es ap и 
Ве eae ee ee 23 pes 0182 13.2 58 55 125 4 ae. d 
United Kingdom ..... 17 12 8.5 8.3 56 42 94 ze 
оба о mle eee ct elas 16 12 57 И.Э 53 53 90 
БЕ обооношо 14 12е 5.9 6.2 78 59 106 101 
Мешега 0$ о... = 12 11 5.9 6.4 39 29 122 101 


Sources: Yearbook of National Accounts Statistics 1957, and Monthly 
Bulletin of Statistics, United Nations, June 1956; General Statistics, OEEC 
Statistical Bulletins, January, July 1958 and January, 1959; Statistics of 
National Product and Expenditure, No. 2, OEEC, Paris; Economic Bulletin for 
Europe, Vol. 4, No. 1, and Financing of Housing in Europe, ECE, Geneva 1958; 
national statistics. 


@ In descending order of the number of rooms per thousand inhabitants as 
shown in Table 9. 


Europe’s acute post-war housing shortage was 
brought about by low levels of new residential con- 
struction during the years of the great depression in 
some countries and the virtual cessation of building 
during the war, while wartime destruction made 
matters worse. Public control of rents, never com- 
pletely absent in the inter-war period, was widened 
during the war and post-war years of severe infla- 
tionary pressure and helped to hold down the price 
of an important component of the cost of living. 
As can be seen from Table 8, the share of rent in 
private consumption expenditure in 1950 was every- 
where lower than before the war, and particularly 
so in Austria, France, Italy and Turkey, where other 
prices had risen the most. 


The table also shows that by 1950 the cost of living 
and building costs had both risen two to four times 
as fast as rents, the gap naturally being widest in 
the countries with acute inflation. Since 1950, however, 
the scope of rent control has been gradually narrowed, 
and in most countries the rent index has risen more 


Ь Austria: 1937=100; Belgium: 1936-38 =100; Denmark: January 1939=100 
western Germany: 1936=100; Netherlands and Sweden: 1938/39=100. 


с Finland: 1951=100; Ireland: 1952 = 100. 


Л 1938/39. 
i 1952. 


d 1956. 
8 1936. 


е 1939. 
h 1955. 


than either the cost of living or the cost of construction. 
Consequently, the share of rent in private consump- 
tion rose, though not to its pre-war proportions. Part 
of the pre- to post-war decline in the share of rent 
in private consumption represents a reversal of the 
trend during the ’thirties, when rents fell much less 
than other prices; 15 with rising incomes and a con- 
sequent demand for better housing, and with a 
further narrowing of the scope of rent control to be 
expected, the share of rent in private consumption 
may well continue to rise in the future. 


In the early post-war years, investment im housing 
had to compete with the no less urgent needs for 


Rent as percentage of private consumption 
1929 1938 1956 


Denmark Vs... ee 12а 125 6 
а я ii 11 3 
о сов ов 9 11 6 
SWeden Gwar и 15а 13 9 
United Kingdom ... 10 12 8 


Sources : As for Chart 2. 
а 1931. 
Ь 1939. 
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TABLE 9 


Rent levels and residential construction 


а: Е of Estimated ani 
и new dwellings Е Dwellings completed sumated minimum 
Be у a ee ke su teeing Rooms | Dwellings (annual averages) annual requirement of 
Country а gross fixed invest- и Е 
ment in dwellings ete per th d i 
assistance 8 inhabitants Я: В sao per thousand during 
dwelli is- th iod 
1950 1956 1957 ¢ 1953 1950 1953-55 1956-57 ting in 1953, ending 
Switzerland. . 7 1 360 282 
se Se 18 25 28 12-14 
Belgium ; ar. 195 263 5 1 325 а 347 15 14 14 11 
United Kingdom 240 180 58 1295 282 15 4 2 21 1966 
Norway 80 107 66 1 210 279 24 36 29 21 
Denmark 153 173 85 1185 312 15 1 
7 17 16 1966 
Netherlands 110 95 95 1 100 230 23 27 33 29 1971 
Sweden 123 110 97 1 070 342 18 23 25 14 ms 
Austria 85 69 60-70 1 055 320 22 19 20 24 1962 
France . 72 57 91 1 050* Л 288*Л 6 13 21 25 1976 
Ireland rede: 96 & 134 97 925 4 238 18 UG) ils} 14 5 
ОНИ р то aa №. 66 915 230* 8 14 17 18-24 1971 
Western Germany . 21 68 № Sy), 900 223 33} 48 50 49 1966 
Italy a 41 33 2 800 Л 250/ 6 15 21 28 1966 
Finland а a 39 650 260 24 29 29 28 1966 
Portugal . 178 = 160 7 Bi 265* 8 10 13 13-17 ae 
Greece. 50 92 27 440 213 28 29 39,2 36 1971 
Turkey 25-33 180 21-24 


nn д ——ээ——.».”.”»”»_»_»»_»Ъ_»”»”».»”»”»”»_»”»”»„»”»»_»»_._._...._._—__—_._ 


Sources : General Statistics, ОЕЕС Statistical Bulletins, January, July 1958 
and January 1959; Statistics of National Product and Expenditure, No. 2, 
1957, OEEC, Paris; Financing of Housing in Europe, 1958, The European 
Housing Situation, January 1956, and Quarterly Bulletin of Housing and 
Building Statistics for Europe, ECE, Geneva. 


@ In descending order of number of rooms per thousand inhabitants. 


Ь Including reconstructed dwellings except for the United Kingdom, Sweden, 
France, Ireland and Spain. 


С Or latest available year. 


productive investment. Moreover, the disparity be- 
tween permissible rents 16 and building costs meant 
that large-scale residential construction was not 
attractive to private enterprise. It was not expected 
that individuals would be able to buy and build their 
own houses, since the cost had moved beyond the 
means of all but the richest, and it was feared that 
the critical housing shortage would persist if rent 
control was not relaxed or abolished. However, there 
was a growing recognition by most governments that, 
even with rent controls relaxed, the housing shortage 
could not be overcome without either a reduction in 
housing standards or active and widespread public 
assistance in the form of subsidies, provision of cheap 
and adequate long-term credit and tax concessions for 
new construction. Considerations of social equity (e.g., 
the need to assure adequate shelter for the lower 
income groups and to clear away slums) made the 


16 For a discussion of the economic implications of rent 
control, see the Economic Bulletin for Europe, Vol. 4, No. 1; 
also European Rent Policies, E[ECE/170, Geneva, 1953. 


Я Figures refer to last census. 
е 1956. 
Л 1954. 
8 1952. 
h 1955. 


i Excluding dwellings erected with tax concessions only, which are consi- 
derable; if these were included, assisted housing would be 90-95 per cent 
of the total. 


second choice important, and in some of the advanced 
western European countries public financial aid is now 
provided for from two-thirds to over 95 per cent of the 
new dwellings constructed.!” Thus, as for education 
and other social welfare services, the provision of 
shelter at reasonable cost to the average and the 
lower income groups has come to be widely recog- 
nized in the developed countries of western Europe 
as a public responsibility. 

The rate of new residential construction has in fact 
risen considerably in most of the industrialized coun- 
tries during the post-war period (see Table 9); and 
wherever the public authorities have accepted much 
of the responsibility, the level of new construction in 


17 Switzerland, where mortgages are available at low interest 
rates, is the only country where public participation in housing 
finance is negligible. Subsidies vary from about 30 per cent 
of the estimated rent at credit market terms in Denmark, 
Sweden and the United Kingdom, to nearly 70 per cent in 
Ireland, France and Austria. For further details, see Financing 
of Housing in Europe, ECE, Geneva, 1958, pp. 43-46 and 
Table 40. 


the last few years has in general exceeded the estimated 
minimum requirements on the basis of replacements, 
demographic changes and urbanization. Looking 
further ahead, a lower rate of growth in new resi- 
dential construction may be expected in these coun- 
tries unless a marked fall in the ratio of the cost of 
house construction to average income were to bring 
about a widespread demand, as in the United States, 
for owner-occupied houses. 

In most of the southern European countries and 
in Finland, on the other hand, the housing situa- 


tion is less satisfactory and the rate of new construc- 
tion in the post-war years has in general been lower 
than in the advanced countries. Public assistance to 
housing in these countries is very small, suggesting 
that the bulk of houses built are destined for the 
earners of above-average incomes. Although the 
present level of new construction more or less provides 
for replacement and for population growth, any 
improvement in housing conditions will require a 
much larger volume, and perhaps a higher rate of 
growth, of construction of new dwellings in future. 


3. DEMAND FOR CONSUMERS’ DURABLE GOODS AND FOR OTHER GOODS AND SERVICES 


The Growth of Expenditure on Durables 18 


The last few years have seen a boom in demand 
for consumers’ durable goods. In the early post-war 
period, greater attention was paid to provision for 
food and clothing and other essential requirements, 
and either demand for durable goods was limited by 
taxation or supplies were restricted by import controls 
or by giving priority to exports. By 1949 or 1950, 


18 The concept of consumers’ durable goods includes vehicles, 
electric and other household equipment, household textiles, 
clocks, glassware, crockery and hardware; it excludes such 
things as books, jewellery, toys, sports equipment and musical 
instruments other than pianos. 


however, the way was open in most countries to 
increase the availabilities of consumers’ durable goods 
to meet a demand pent up through almost two decades 
of depression, war and post-war reconstruction. The 
Korean war and heavy rearmament, however, once 
again impeded a really major increase in supplies, so 
that only from 1953 onwards was rapid progress made 
in meeting this long-deferred demand. 


It can be seen from the data in Table 10 — as well 
as from Chart 3 — that in all countries expenditure 
on consumers’ durables rose faster than private con- 
sumption as a whole between 1950 and 1957, the sole 
exception being the Netherlands, where consumption 


TABLE 10 


Expenditure on consumers’ durable goods and its share in private consumption 


Expenditure on consumers’ durable goods : Expenditure Relative price | Elasticities of per capita 
aa) percentage Gf total private constimpiioa Private on consumers’ of consumers’ expenditure for consumers’ 
Country = consumption | durables durables 8 durable goods © 1950 to 1957 
по 1953-1955 1956-1957 С Percentage change Current Constant 
nual average at current prices) ш per capita volumes, 1950 to 1957 prices prices 
О Бо ое 8.3 Sy 13.2 40 110 11 23 2:1 
О < о во вв 8.6 пы 11.4 4 34 514 Te) 3.44 17.0 4 
Luxembourg. ... . 8.7 9.3 9.94 17е 29е —е Е ре 
Sweden... . are 9.1 9.4 9.6 12 34 —8 1.3 2.7 
ыы ИЕ 8.1 9.1 9.4 15 43 1 | В 2.9 
elgium . ae as 8.9 € 9.0 9.3 Ил 26/1 —5f | 1.4f В 
Netherlands ВЕ 8.4 Tad 8.14 17а 104 —4d 0.7 4 0.6 4 
United Kingdom. . . 6.5 5.4 8.1 11 35 —5 2.0 : 4.9 
1 Бо ооо 5.5 6.4 7.4 32 127 —5 23 4.0 
tal ye meer ee 39 3.4 3.2. 30 64 —19 1.0 251 
Greece... . ee 21а DES 725 38 Л 49 f —f ПА 3” 
United States 10.5 10.4 10.0 4 94 —34 —5d 0.2 4 —d 


Sources: General Statistics, OEEC Statistical i 
ее. atistical Bulletins, July 1958 and 


Я In descending order of the share in 1956-1957. 


Ь Relates the price index for consumers’ durables to that for total private 
consumption. 


с Relates the per capita percentage increase in expenditure for consumers’ 
durables to that in total private consumption. 


Ч 1956 or 1950 to 1956. 
€ 1952 or 1952 to 1956. 
Л 1952 to 1957 


Г 
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CHART 3 


Volume of private consumption, gross fixed capital formation and expenditure on consumers’ durable goods 
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Index numbers, 1950 = 1004, semi-logarithmic scale 
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Source : General Statistics, OEEC Statistical Bulletins. 
а 1952 = 100 for Belgium, Greece and Norway. 


in general was restrained in favour of investment and 
exports. Thus, the elasticity of expenditure for con- 
sumers’ durables, though it has varied considerably 
from one year to another, has on the average been 
greater than unity — often very much greater. That 
is to say, for a given increase in total consumption 
expenditure there has been a more than proportionate 
increase in expenditure on consumers’ durables. The 
expansion in volume terms has been even greater 
since, with the major exceptions of Austria and 
Denmark, the prices of consumers’ durables have risen 
less than the average of consumers’ prices. 


Consumers’ durable goods have much in common 
with producers’ durable goods, and their production 
requires much the same resources. Owing to their 
durability, new acquisitions can be postponed or 
advanced with greater ease than can purchases of most 
non-durable goods.!® Consequently, the growth of, 
and the annual fluctuations in, demand for durables 
have been more like those of capital formation than 
of private consumption in general (see Chart 3). This 
is particularly so in countries such as Denmark, the 
Netherlands, Sweden and the United Kingdom. In 
these countries the growth of real income has been 
slower than in most others and full employment has 
been maintained virtually throughout the period, 
while balance-of-payments difficulties or price шйа- 
tion have led to restrictions on total demand, and not 
least on demand for consumers’ durables. 


The influence of fiscal and other policies designed 
to hold back demand for such goods, after a sharp 
expansion, was reflected in relatively small increases 
in this demand in 1951-1952 and again in 1956-1957; 
but periods of restraint have usually been followed by 
a rather more rapid growth both of purchases of 
consumers’ durables and of total demand. In coun- 
tries such as Austria (since 1953), France, Italy and 
probably western Germany, on the other hand, 
fluctuations in effective demand for consumers’ 
durables have been slight, and these goods have led 
the very strong upward trend of all sectors of the 
economy. 


The share of consumers’ durables in total consump- 
tion has increased in recent years in almost all countries 
shown in Table 10, with the Netherlands as the main 
exception. In Austria and Denmark (where, however, 
prices of consumers’ durables have risen more than 
those of other goods and services) it is now over 10 per 
cent, or as high as in the United States in the imme- 
diate post-war years. It is somewhat lower in most 
other developed countries. In the poorer countries 


1 As is further explained below, national accounts conven- 
tions treat consumers’ durables as being immediately consumed 
upon purchase, though logically they should be regarded as 
purchases on capital account and have imputed to them a 
value of services currently rendered. 


of western Europe, such as Greece and Italy, the share 
is very much lower, amounting to no more than ZOnss 
per cent of private consumption.” 

The very high elasticity of expenditure on con- 
sumers’ durables, noted earlier for post-war years, 
would, if it continued, lead to a considerable further 
increase in their share of total consumption. An 
unbroken continuation is questionable, however, in 
the light of United States experience. In 1929, when 
real per capita income in that country was not far 
different from that of the developed European coun- 
tries to-day, durable goods accounted for a little over 
9 per cent of private consumption; their share fell 
sharply during the depression and the war years and 
rose equally sharply in the first five post-war years, 
when accumulated war savings were used to satisfy 
a pent-up demand. Since 1950, however, the share 
has fluctuated round about one-tenth of total con- 
sumption, which is not very different from the share 
in the late ’twenties or in the advanced western 
European countries to-day. 


Although, as a result of boom conditions, the share 
of consumers’ durables has risen somewhat in the 
latter countries since 1953, United States experience 
tends to suggest that a faster expansion of the volume 
of purchases of such goods in relation to national 
product in future is more likely to depend on a 
reduction in their relative cost through progress in 
productivity and improvement in quality and perform- 
ance. Moreover, within the durables group, it may 
be expected that electrical equipment and vehicles 
will experience a more rapid growth than other 
items. 


The Structure of Demand for Consumers’ Durables 


A detailed break-down of consumption of different 
kinds of consumers’ durable goods is unfortunately 
available for only a few countries. Three major 
groups can be conveniently distinguished: furniture 
and fittings, household appliances, and motor-cars 
and other vehicles.*1 Broadly speaking, each of these 
groups accounts for a third of total expenditure on 


*° The discussion in most of this section is limited to the 
developed countries of western Europe, where the considerations 
applying to the further expansion of demand for durables are 
naturally different from those applying in the less developed 
countries. Just as, with further development, the share of food 
in total consumption may be expected to fall in the latter coun- 
tries, so it may also be expected that the share of consumers’ 
durables will rise. 


| *! This is а more restricted concept than that applied elsewhere 
in this chapter. Such things as curtains, carpets and other 
household textiles are excluded, as well as crockery, pots and 
pans and other inexpensive goods. Original data have been 
adjusted as far as possible to this concept, which covers more 
closely the range of goods that are normally thought of as 
consumers’ durable goods, i.e., those goods for which the 
demand is vulnerable to changes in economic conditions and 
which are conventionally connected with additions to domestic 
comfort and improvements in living standards. 
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ТАВЕЕ 11 


t : A 
_ Structure of expenditure on consumers’ durable goods in three western European countries and the United States 


Percentage of total Percentage change iciti 
: expenditure on consumers’ 1950 to 1957 Fee % 
Country and expenditure group durable goods : 1950 > 195 
Consumption Rela- to 1957 
1950 1953 1955 1957 Current Constant Oe Current Cnn 
prices prices rice | prices prices 
France 
Furniture and fittings 37 
lure and fittings ......... ет 34 32 3 
Electrical and other appliances ....... 30 28 30 = sie т р |. 5 
Motor-cars and other vehicles. . ...... 33 38 38 32 265 154 —3 -. 
otal ae, Seer ee sn Kier 100 100 100 100 Pye 143 4 2.6 4.0 
United Kingdom 
Furniture and fittings 5 44 38 
: a=. eee 40 59 — 
Electrical and other Ве к: ee a) 333) 31 32 86 ra - : : 
Motor-cars and other vehicles. . ...... 12 23 31 28 395 2 — 8.0 24.4 
Ota 9 See aS Ae hes - 100 100 100 100 108 64 —5 7.2) 55 
Sweden 
Furniture and fittings ... ae 2 | aie Se 21 Wi 15 13 20 0.3 
Electrical and other appliances: ee cae tate 39 34 34 34 66 1.0 
Motor-cars and other vehicles. ....... 40 49 51 53 161 2.6 
оао eee ПК. О. С: 100 100 100 100 94 1:5 
United States с 
Furniture and fittings .. . eens С 16 17 15 17 24 0.6 
Electrical and other ales ba ia coe 31 29 26 30 11 — 
Motor-cars and other vehicles. ....... 53 54 59 53 31 0.9 


Sources : See Appendix В. 


Note.—The coverage of durables is somewhat smaller than that used in 
the rest of this chapter; see also footnote 21. Furthermore, the allocation of 
motor-cars between consumer and business expenditure in national accounts 
is necessarily somewhat arbitrary. 


а Relates the per capita percentage increase in expenditure on each group 
and the total to that in total private consumption. 


consumers’ durables in France and the United 
Kingdom (see Table 11), although the share of 
furniture and fittings is somewhat higher and that of 
vehicles a little lower in the latter country. The 
composition in Sweden, with the largest car park 
in relation to population in Europe, is quite different 
from that in the other two countries shown in the 
table and parallels that of the United States, where 
vehicles provide half of the total and furniture only 
one-sixth. 

Furniture and fittings: Before the appearance of 
motor vehicles and electrical appliances ш the 
twentieth century, furniture was almost the only 
expensive consumers’ durable goods known; but oy 
1950 its share in total expenditure on consumers’ 
durables was down to one-half in the United Kingdom, 
to a little over one-third in France and only one-fifth 
or less in Sweden and the United States. This declining 
tendency has continued since, though less markedly 
in France. In contrast to other consumers’ durable 


5 Relates the price index for each group and for the total to that for total 
private consumption. 

с Detail for 1957 is not available and data shown for 1957 refer to 1956. 
In view of the sharp changes in car purchases in 1955 and 1956, the elas- 
ticities of expenditure shown and the percentage change in consumption 
relate to changes between 1950 and an average of those two years. 


goods, the relative price of furniture has risen, 
reflecting the limited scope for gains through higher 
productivity in an industry where mass production 
methods have so far been applied only on a limited 
scale. 


Since annual new dwelling construction even at 
the worst period of shortage has represented only 
2 to 3 per cent of the total dwelling stock in most of 
the developed countries, it may be expected that in 
most countries the future demand for furniture will 
grow rather slowly. But, in countries such as France, 
western Germany and the Netherlands, where existing 
backlogs and/or future population growth require a 
higher rate of housebuilding, the prospect is more 
favourable. In general, however, additions to the 
stock arising from higher real incomes (more furniture 
per dwelling unit) would presumably be relatively 
small and, consequently, the share of furniture in 
total consumption of consumers’ durables should 
continue to decline. 
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Growth of stock of selected consumers’ durable goods 


- Television c Washing 
Passenger cars Radios ри = Refrigerators о. 
р | oon 930100 а бы Ты 
1957 1938 1957 1956 1938 1956 1956 1950 1956 | 1955-1956 
Swedetiermenerm serra: Ua 62 341 348 57 118 1.8 23.0 42.0 ee 
Frances ооо 90 96 237 233 68 147 10.1 3.5 131 14.2 
iz Ба as oe 
Luxembourg. . . . 87 796 291 269 54 с 133 с 3. 
United Kingdom 4. 84 85 181 282 70 118 12.8 4.5 10.7 24.6 
Switzerland 68 51 238 252 54 124 te 535 16.7 11.0 
Denmark ey eee ee 62 92 238 318 60 118 9; at a es 
Belgium ee 5о ю в 60 е 53 195 е 249 69 с 136 ¢ 16.8 т 17.4 54.0 
Western Germany . 52 440 277 182 ]3.> 13.0 16.0 
еее, 49 58 153 159 50 155 РУ 
Могхау и: 44 85 236 280 47 124 0.1 ых ха ое 
Netherlands... . 34 68 271 264 57 147 9.1 4.1 557 29.0 
Аа а 33 63 6 455 256 52 136 0.9 1.78 5:2 2.9 
ЕО собор 29 104 474 251 41 149 0.6 tt: 6.5 Л oe 
ltalya-. ces 26 85 362 131 34 218 7.6 ИЕ 2.8 ТЗ 
ПОЛИ обовс 12 е 58 178 е 60 26 < 72 с a 
Spaine Berks Goo Sue 176 @ 63 464i 304 1 0.1 
@теесе мос е 75 240 е 617 11 223 = 
SLUrKEY. oe yee oe 39 250 ¢ 42 13 288 — 
United States 167 


Sources : See Appendix В. 
а Jn descending order of number of cars per thousand inhabitants in 1957. 
Ь 1937. с 1951=100. 


Electrical and other appliances: Demand for the 
widening range of electrical and other equipment, as 
well as for motor-cars, is highly responsive to changes 
in both real incomes and relative prices; and, as can 
be seen from Table 12, even the richest European 
countries are very far from having reached saturation 
point. Thus, for instance, over 95 per cent of house- 
holds in the United States possess a refrigerator, 
against only 40 per cent in Sweden and between one- 
tenth and one-seventh in other industrial countries. 
The differences in the case of washing machines, radios, 
television receivers and the like are also very wide. 


Although purchases of such equipment have risen 
faster than the average for all durable goods, only in 
France — of the three European countries shown 
in Table 12 — has the share in the total of durables 
significantly increased since 1950, and then only of 
late. In the other countries the enlargement of the 
motor-car park appears to have outstripped the 
demand for appliances as a whole and has absorbed 
most of the room left by relatively smaller furniture 


d Excluding Northern Ireland except for radios and television receivers. 


Л 1955. 
1948 = 100. 


8 1952. 
] Рег hundred dwelling units. 


е 1956. 
й 1940. 


purchases, as well as helping to enlarge the share of 
all durables in total private consumption. 


Increase in domestic supplies of certain consumers’ durable goods, 


1952-1957 
Index numbers, 1952= 100 
Sse. Norway France а о 

Воган 319 1300 188 422 
Washing machines 191 102 228% 607 
Vacuum cleaners 243 225 1225 171 
Electric irons . . 111 87 133 
Electric razors 320 189 ¢ ee 
Radios and radiograms .. 203 102 200 oe 
Television receivers .... 229 944 1218 4¢ 
Total consumers’ durables @ 16] 136 162 <0 
Private consumption? . . . 116 117 123 148 
Е anos See Appendix B. 

Note. — Except for the last two lines, the index numbers are based on 
physical quantities. 
а 1956. 
Ь 1955. ©1953 = 100. 


Я Expenditure at constant prices. 


As can Бе зееп from the above data, the consumption 
of certain individual items of equipment has risen 
rather sharply in some countries and much more 
sharply than consumption of durables as a whole. 
But it is apparent (and partly confirmed by Table 12 
— &.8., for radios) that the average rate of growth 
is weighed down by more slowly rising purchases of 
some of the more traditional durable goods that by 
now most families possess. 

Motor-cars and other vehicles : Motor vehicles thus 
clearly constitute the most dynamic, if not yet always 
proportionately the most important, major sector of 
demand for consumers’ durables. Although in 
Sweden, as in the United States, they account for 
about half of total expenditure on durables, more 
typically the proportion in western Europe is still 
about one-third; 2? but for all those countries for 
which information is available (other, perhaps, than 
France) expenditure on cars has been a rising pro- 
portion of the total. In the United Kingdom, for 
example, it has risen from only 12 per cent in 1950 
to more than twice as much in 1957. The annual 
growth of the car stock, which for the industrial 
countries of western Europe has averaged as much as 
11 to 12 per cent during the last eight years, has been 
faster than for most other consumers’ durables for 
which information exists (see Table 12). 

The importance of motor-cars in these economies is 
only partially expressed by their share in private con- 
sumption, amounting to some 2 to 3 per cent. Oper- 
ating expenses may absorb another 2 to 3 per cent, so 
that in the United Kingdom the two taken together 
constitute 4 per cent of total consumption, in France 
5 per cent and in Sweden about 7 per cent. In the 
United States, the proportion is as high as 10 per cent. 

Other associated expenses also add to the total 
income-generating effect of an expanding car stock.” 
Additional calls are made on industries that service 
and maintain cars, and on investment in the provision 
of these services. There is also a multiplier effect via 
the many industries supplying parts and accessories 
and investment in car factories, assembly plants and 
production of accessories. Furthermore, in nearly all 
countries, investment in roads has lagged well behind 


22 Supplementing the data shown in Table 11: the share 
in Denmark in the period 1950-1952 was about one-fifth, and 
in Norway even lower, but would seem to have more or less 
doubled by 1957. The allocation of total car sales between 
business and private consumption is arbitrary in all countries, 
and significance can be attached only to big differences over 
time or between countries. 

23 Expenditure on running costs — as indeed on car acquisi- 
tions—is not all output-generating, since a part consists of 
indirect taxes. The relative contribution to raising total demand 
made by car purchases on the one hand and the associated 
increase in expenditure on running costs on the other ought to 
be measured at factor cost rather than at market prices. In the 
United Kingdom, where this calculation can be made, the ratio 
of running costs to acquisitions is slightly lower than at market 
prices, but on the average still not far from unity. 


the growth of the car park, and sooner or later will 
have to catch up. The sum of all these expenditures 
may well be not far from 8 to 10 per cent of over-all 
output and, because of the rapid growth of the car 
park, the output of these associated sectors of demand 
must have risen rather faster than the average for all 
industrial sectors in the last eight or nine years. In 
view of the greater dynamism of the demand for cars 
and its key role in the longer-term expansion of 
output and demand, its growth potential merits some 
further examination. 


The Growth of Demand for Motor-cars 


With a given pattern of consumer preferences, the 
demand for a particular commodity is a function 
partly of the income elasticity and partly of the price 
elasticity of demand. In most of the foregoing discus- 
sion attention has been paid mainly to the elasticities 
associated with a progressive rise in income or, more 
precisely, of expenditure. But in view of the expensive- 
ness of a car in relation both to other consumers’ 
durables and to personal incomes, and of the con- 
nexion between production techniques, taxation and 
selling price, any discussion of the present and poten- 
tial market for cars must also take account of relative 
price. 

Some of the relevant factors are illustrated in 
Chart 4, which shows the growth of the car park in 
the industrial countries of western Europe and in the 
United States and a measure of the price of a typical 
car in the two areas in relation to income.** 


Expressing the price of a car in terms of an average 
wage-earner’s income takes care of changes both in 
incomes and in the price of a car relative to other 
commodities. At the beginning of each of the periods 
chosen (1915 to 1929 for the United States and 1949 
to 1957 for western Europe) the number of cars per 
thousand inhabitants was much the same in both 
areas. In 1929 real income per head in the United 
States was probably not so very much higher than in 
the richer countries of western Europe in recent years,” 
nor was there any marked difference in the rates of 
growth of real income per head in the two areas in these 
two periods. Between 1913 and 1917 the American 


24 The price used for the United States calculation is the 
average factory unit value for all cars (total value of sales 
divided by numbers produced). For France and the United 
Kingdom it is the retail price of a small popular model, such 
as the Morris Minor or a small Renault (for details see Appen- 
dix B). 

25 Very approximately, gross national product per head in 
the United States in 1929 or in 1937 (the two were hardly 
different and were peak years in the inter-war period) may be 
put at some $1,400 in 1955 prices. With United States relative 
price weights OEEC estimates give 1955 per capita incomes 
within 10 per cent of this figure for all eight European countries, 
other than Italy, for which the calculations have been made, 
but with average European weights the margin is rather wider 
— more than 20 per cent in some cases. 


CHART 4 


i i i ited States (1915-1929) 
Growth of the motor-car park and the relative price of cars in the Uni 
о. Е and in western Europe “ (1949-1957) 
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car stock (adjusted for population growth) expanded 
by some 30 to 40 per cent a year, the rate falling to 
15 to 20 per cent between 1917 and 1924 and there- 
after tapering off to between 5 and 7 per cent. During 
1949 to 1957 the car stock in the industrial countries 
of western Europe rose rather regularly by some 
11 to 12 per cent per annum. 


The very rapid expansion of the car park in the 
United States from 1915 to 1924 was accompanied by 
a sharp fall in the price of a car measured in terms of 
average industrial earnings. There was no such price 
fall (and perhaps there was a rise) in the subsequent 
period of more sluggish growth from 1924 to 1929. 


Sources and methods : See Appendix B. 


а Ten industrial countries — Belgium, Denmark, France, western Germany, 
Luxembourg, Netherlands, Norway, Sweden, Switzerland and the United 
Kingdom. 


The illustrated decline in car prices in France and the 
United Kingdom between 1949 and 1957 corresponds 
broadly to the gains achieved through rising real 
income in general, with little change in the price of 
cars relative to other commodities (see Table 11). 
On the other hand, the fall in the relative car price 
achieved in the earlier years considered for the United 
States was substantially faster than can be accounted 
for by income growth alone.?6 


38 The average factory price of а car rose by roughly 40 per 
cent between 1915 and 1920, while the Snyder-Tucker general 
price index rose by about 60 per cent. This was the period 
when mass production methods were introduced and brought 
the car within reach of many more households. 
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Finally, although the ratio of the price of even a 
small car to incomes in France and the United King- 
dom has been falling, it is still at least one and a half 
times that in the United States in 1929. The fact that 
the number of cars per thousand inhabitants in the 
United States then was at least twice as great as in 
even the best endowed European countries in 1957,2 
and that the car park grew rather faster than in 
western Europe, would seem to be connected with 
these price differences; though differences in car 
stocks in the two areas could arise from a variety of 
other factors, such as the population structure and 
density, the degree of urbanization and, quite simply, 
different demand functions. However, the consumer 
preference for motor vehicles in fact seems similar in 
the two areas, as is strikingly illustrated by the virtual 
identity of the curves for motor-cars in the United 
States and for the total of motor-cars and motor 
cycles in western Europe; and this offers some support 
to the earlier conclusion about the importance of 
relative price differences.?8 


As can be seen from the figures below, the cost 
of a car in terms of incomes has influenced relative 
expenditures on new cars even among countries of 
western Europe. In two of the countries where a 
car costs a year’s earnings or more (Norway and the 
United Kingdom) the growth of the car park has 
been the smallest, and Sweden, with the most favour- 
able ratio, has witnessed the most rapid growth.® 


Price of car 
(including tax) 
in 1955/56: 
Percentage of average 
annual earnings 


Index 
of car park in 1957: 
Country 1949 = 100 
Number per 
thousand inhabitants 


Е Gop к 418 63 
Switzerland. . . 259 73 
Belgie ss 272 73 
Germany . 578 И 
IP EANCe lame с 243 84 
Могмау = =. 224 98 
United Kingdom 184 114 
Italy . Я 450 136 


Sources: National statistics, Industrial Statistics 1900-1957, OEEC, 
Paris, 1958, and The European Steel Market in 1956, ECE, Geneva, 1957. 


27 Against 175 cars per thousand inhabitants in the United 
States in 1929 and 200 in 1937, there were 84 in Great Britain 
in 1957, 90 in France, roughly 60 in Belgium and Denmark, 
and even fewer in other countries (including western Germany). 


28 Although since 1929, with the various improvements and 
additions to car models, the relationship of car prices to incomes 
has not changed very much in the United States, there is even 
to-day a substantial difference between that country and those 
of western Europe. In 1955/56 а typical American car (Chevrolet 
type) cost the equivalent of six months’ earnings for an average 
employee (see Chart 4 for years up to 1929). Even for the 
smallest European car in the industrial countries the cost 
in terms of an average wage-earner’s income varies trom seven 
months in Sweden, nine months in Belgium, Switzerland and 
western Germany, to fourteen in the United Kingdom and as 
much as sixteen months in Italy. Furthermore, the annual 
cost of running a car, which absorbs less than another month’s 
earnings in the United States, takes nearly twice as much in 


Even without greater success in bringing the car 
price-income relationship in western Europe closer to 
that prevailing in the United States, there is little 
reason why the west European car park should not 
continue to grow at more or less the same rate as 
in past years as the number of potential consumers 
rises with the growth of real income: a repetition of 
United States experience up to 1926. At this rate 
of growth (somewhat slower than the corresponding 
rate in the United States) the industrial countries of 
western Europe would by 1965 reach the same number 
of cars per thousand inhabitants as existed in the 
United States in 1926. Naturally, many factors may 
induce some change in this rate of growth and forward 
estimates must be very tentative. Economic growth 
in general may be less fast than in the post-war years. 
Alternatively, or even simultaneously, consumers may 
increasingly prefer to buy a more powerful better 
(say medium-sized) car rather than the small and less 
expensive one, so that the relationship between car 
price and income might not continue its present 
downward trend. However, this would imply a change 
in consumer attitudes to car possession at the earliest 
possible time consistent with income that there is 
no apparent reason to presume. 


Between 1950 and 1957 the output of passenger 
cars in western Europe more than doubled. The 
continuation of the past rate of increase in the car 
park in the industrial countries and an unchanged 
trend of exports to non-European destinations would 
imply an increase in western Europe’s production by 
1965 to between two and a half and three times the 
present output, or something like eight million cars 
annually (higher by a third or more than the post-war 
annual average in the United States). Such assump- 
tions concerning future demand might be somewhat 
optimistic; exports to overseas may not rise so fast 
in future, the rate of scrapping implied may not be 
realized, and some of the other possibilities referred 
to above may materialize. But even a slower annual 
increase in output than in past years — averaging 
say 8 per cent rather than some 11 or 12 per cent — 
would result in a doubling of present output by that 
time. Through its implications for other industries 
and other expenditures noted above, such a relatively 
fast expansion would give a considerable stimulus 
to the growth of national product. In the growth 
of the European economies over the next decade or 
two, the demand for cars could play a role not unlike 
that of the great railway boom in the latter half of 
the nineteenth century and of the automobile boom 


most European countries. (Source : The European Steel Market 
in 1956 (E/ECE/294), Geneva, 1957.) 

29 Both Italy and western Germany are somewhat exceptional 
cases because of the very low absolute level of the stock in 
1949 and because of the late and more rapid post-war recovery 
in Germany. 
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in the United States during 1913-1929, unless short- 
term policy measures deliberately dampen the over- 
all growth rates. 

If even the lower estimate of demand for cars 
should prove to be too high, there are possibilities 
for stimulating a faster growth than might occur 
through the mere rise in real incomes. These are 
two-fold: the cheapening of the relative cost of pro- 
duction by further rationalization, by the application 
of automation and by economies of scale (which the 
growth of demand itself encourages), and the reduction 
of the selling price and of running costs through a 
lighter burden of taxation, particularly in countries 
where taxation adds substantially to the retail price.*° 
The establishment of the western European Common 
Market, or tax reductions (if not objected to on other 
grounds), might lead to the kind of sharp fall in the 
car price in relation to income that occurred in the 
United States up to 1923. The possibility of tax 
changes raises, of course, broad issues of public policy 
going beyond the question whether and to what 
degree it is desirable to tax more heavily so-called 
“luxury ” consumption. If, indeed, future rates of 
increase in consumption demand and so of national 
product are to a considerable degree tied up with the 
demand for cars, a flexible attitude towards car taxa- 
tion seems highly desirable. 


Consumer Credit 


The growth of consumer credit represents essentially 
an extension of the facilities, already provided for 
producers’ equipment in the nineteenth century, for 
the purchase over time of consumers’ goods, parti- 
cularly durables, which in terms of cost in relation 
to financial resources and of durability are not dis- 
similar from capital goods. Probably one-fifth to 
one-quarter of these goods 31 are now purchased on 
such credit terms in the western European countries 
for which data are shown in Table 13. These data are 
subject to serious limitations 3? and should therefore 


30 In 1955/56 taxation added to the purchase price an amount 
ranging from only 4 per cent in Italy (where the pre-tax price is, 
however, exceptionally high) to 22 per cent in France, 45 per 
cent in Norway and as much as 66 per cent in the United King- 
dom. If the tax element is ignored, the price of a small car is 
no longer so very much higher (20 to 30 per cent) in terms of 
income in most western European countries than the less 
expensive of the American models (see E/ECE/294, pp. 59-60). 


31 Some clothing, for example, is also bought; producers’ 
goods such as machinery and professional equipment (often 
representing as much as 10 or 15 per cent of the total of out- 
standing credit) can likewise be bought on hire purchase. Yet 
another part may finance sales of vehicles to business (usually 
unincorporated enterprises), where the distinction between a 
vehicle used for business and for private purposes is particularly 
difficult to make. 

82 So far as possible, credit extended to the business sector 
has been excluded from the figures (though not in the case of 
cars). One difference between countries arises from the extent 
to which credit sales other than hire-purchase ones are included, 


be used with great circumspection, particularly for 
inter-country comparisons. In the United Kingdom 
outstanding credit amounted to under 3 per cent of 
the gross national product even in the year in which 
hire-purchase debt increased most rapidly (1955). The 
ratio for other industrial countries is probably lower, 
even when allowance is made for the more restricted 
scope of some of the figures.** In the United States, 
on the other hand, the corresponding relationship 
was 414 to 514 per cent and as high as nearly 8 per 
cent if personal loans are also included. 

Motor-cars are often the most important single 
item in total hire-purchase sales, though there is much 
difference between countries, and their share would be 
lower if allowance could be made for credit not 
included in some of the statistics. Moreover, a fairly 
substantial proportion of total car sales financed by 
hire purchase in western Europe appears to relate to 
second-hand cars—in the United Kingdom more 
than four-fifths in terms of numbers and more than 
two-thirds in terms of credit outstanding, and about 
one-half in France in terms of numbers.** This 
contrasts with about one-third in the United States. 
As for other durable goods, the proportion sold on 
hire purchase terms in western Europe does not 
exceed one-third 35 even in countries where hire 
purchase is more developed, against roughly one-half 
in the United States where, in addition, personal loans 
play an important role. 


in particular if they involve relatively short-term credits. A 
further, and in some cases more serious shortcoming — in 
western Germany, for example — is that the data sometimes 
cover only financial intermediaries that extend credit for hire 
purchase or only those that specialize in such business, and so 
exclude business financed directly by traders themselves (whether 
from their own reserves or from bank credit not identifiable 
as for this purpose). The omission of such data not only ham- 
pers inter-country (and even inter-temporal) comparisons of 
the extent of hire purchase but also affects figures relating to 
the distribution of hire purchase among different kinds of 
consumption. The importance of consumer credit financed by 
banks and finance houses relative to other kinds of consumer 
credit is to a great extent a matter of institutional arrangements, 
but in the United Kingdom (one country where figures are 
available) it accounts for anything from two-fifths to a little 
more than one-half, specializing in new and second-hand 
vehicles. In France, on the other hand, other kinds of hire- 
purchase credit are believed to be of minor importance. 


33 In the Netherlands, outstanding credit has been estimated 
at about 1% per cent of national income (cf. Amsterdamsche 
Bank Quarterly Review, Ist Quarter, 1955). In Austria, a great 
deal of the credit included in the figures is for a short period — 
often less than six months, even in the case of cars. (See Der 
Teilzahlungskredit т Osterreich, Osterreichisches Institut fiir 
Wirtschaftsforschung, October 1954). 

**“ Crédit а la Consommation et le marché des biens dura- 
bles ”, Consommation, October-December 1958. Similarly, the 
proportion of sales of new cars financed by hire purchase is 
higher in the United States than in the United Kingdom (though 
increasing in both cases). In the United Kingdom it has risen 
from about one-twelfth in 1952 to one-fifth in 1957; in the 
United States it was under one-half in 1950, rising to about 
two-thirds in 1957. 


*° For individual items, such as furniture, the proportion 
can be as much as one-half. 
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TABLE 13 


Hire-purchase credit and its distribution 


Percentage of total Credit extended 
Е ee ee as percentage of: Credit outstand- 
Country and year : о 
Vehicles, snipe Textiles e dit total year) м 
new and И В а хрепациге а age о! gross 
h г ОШ , рг 
secondhand ар clothing ON OM баз eonsump- | Product 
eee ee ee ee ee Se eee oe Se eh ae Beton м 
Credit outstanding (end of year) 
Не ne. 1955 ТА! 20 9 — — 0.8 
1957 7 ` 
0 21 9 — — 0.8 
Тора «6°. . « « 1957 
69 56 13 18 0.9 
United Kingdom . . 1955 30 30 39 — 1 23 
1957 44 25 29 — 2 nae oi 2.2 
Credit extended 
ia 5 
ОА о oe aie 76 Se 6 13 5 ley 1.0 0.6 
66 i 7 20 13.6 1.8 0.9 
Ве ae 1954. 55 9 36 IES) 1.6 1.3 
1957 47 10 43 18.0 5 1.6 
Western Germany . . 1953 26 26 18 25 5) Пай 1.0 
1957 26 21 18 29 6 1.6 1.4 
ава. < 1956 50 15 === I === 27) hse 1.8 
Winited states: ann 1953 58 9.6 4.5 
10.0 


Sources and methods : See Appendix B. 
@ Including items for which separate information is not available. 


5 For a comparison with a special inquiry in 1953, where the coverage was 
considerably wider, see Appendix B. 


In view of the much greater development of con- 
sumer credit in the United States, it is perhaps relevant 
to stress that hire purchase was not always as important 
there as it is to-day. At the top of the boom, when 
the share of consumers’ durables in total consumption 
was at its inter-war peak of over 9 per cent (and, 
as has been seen, per capita real income was much 
the same as in the richer countries of western Europe 
to-day), consumers’ outstanding instalment debt was 
only 3 per cent of the gross national product, or not 
much more than in some countries of western Europe 
in recent years. But since about 1935 its importance 
in the United States has continued to increase — with 
the sharpest expansion in the post-war period — 
rising to nearly 8 per cent of the gross national product 
in the years 1955-1957.°° 


зв Only part of this growth can be attributed to the increased 
importance of personal loans, without which consumer instal- 
ment debt would still be about 6 per cent of gross national! 
product (compared with nearly 4 per cent in 1939); but the 
increased use of such loans is one reflection of the extension of 
the instalment habit to a variety of uses other than the acquisi- 
tion of clearly definable durable consumers’ goods. 


Note.—The coverage of the statistics varies widely from country to 
country. Personal loans and book credits, and as far as possible credit for 
industrial and professional equipment, have been excluded. For further details 
on country coverage, see Appendix B. 


It is a fair assumption that hire purchase will play 
an increasing role in western Europe too as the habit 
spreads both to a larger part of the population and 
to a wider range of goods (and services). A relatively 
greater rise in demand for the more expensive durables 
such as motor-cars will, as in the United States, no 
doubt increasingly be financed by this means. There 
will thus be a larger field in which to use credit policy 
as an instrument to influence changes in the volume 
of consumption. 


There is no inherent reason why one part of con- 
sumption which involves relatively heavy expenditure 
should not be financed by borrowing, and in this 
respect the acquisition of consumers’ durables is no 
different from that of producers’ durables. It is only 
a matter of convention that consumers’ durables 
(other than housing) are treated in national accounts 
as being immediately consumed upon purchase 
instead of as capital goods acquired out of, and 
corresponding to, savings. They are, it is true, different 
from productive investment goods that lead to a 
greater supply of goods and services for consumption 
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TABLE 14 


Expenditure on drink and tobacco and on other goods and services 


Percentages : 
ot we 6 en SS Ss о 


Change in relative 


Share in total private consumption Increase in volume 1950-1956 ae 
Country 

eae eee. = Drink Tobacco Other Drink Tobacco 

1950 1956 1950 1956 
На LS Ae eae ао 13.8 1:5 185) 18.6 386 155 46 5 —174 —205 
ВИ 5 4 ¢ 6 3 6 6 « 9.9 9.0 с 20.7 с - 
DEMIS 3 6 5 a 6 mo 9:2 8.1 25:1 26.2 
ИМЕ солода 8.3 8.2 
О ое о 10.1 8.0 18.7 23.2 19 26 33 —15 й —9 
Western Germany ... EES 15.6 4 — 86 5 — 73 6 || р м 
т Ро ос По 18.0 е 16.7 Wy — —3 f— 1 f —_ 
italy ee eee oe. 9 10.3 Tbe 17.0 19.6 35 28 47 17 —6 
Netherlands соооос 5.8 6.5 19.6 18 6 15 = 17 = 
Мау wen: 8.4 е UL? NG 20.5 Л 17f a 
У бе ь оо а 7.0 7.6 21.0 21.9 29 9 22 4 4 
United Kingdom .... 16.3 ПИ 18.1 17.7 11 13 13 —17 —17 
WinitedyStatesmua eee 6.3 5.6 27.1 29.3 


‘ Sources : See Appendix В. 


а Relates the price index for drink or tobacco to that for consumers’ goods 
and services in general. 


Ь 1950-1955. с 1954. d 1955. е 1952. Л 1952-1956. 


in the future, but not from so-called “unproductive ” 
investment (housing and other), the main purpose of 
which is to provide services to users. 


When regarded in this way the choice is one of 
the allocation of savings between productive invest- 
ment on the one hand and unproductive investment 
and the acquisition of consumers’ durables on the 
other. Whether consumer credit is to be left a free 
hand in influencing the allocation of resources, or— 
frcm a short-term point of view — the level of total 
consumers’ demand in relation to over-all demand, 
is a matter for general policy. Consumer credit is 
often considered to be inflationary in the sense that 
goods produced to-day and which therefore generate 
incomes, are paid for only out of incomes earned 
to-morrow, but what matters is whether this additional 
demand is offset by savings elsewhere in the economy 
or whether the total of all financial claims on re- 
sources, including credits for investment, exceeds the 
physical possibilities of supply. If so, it is, of course, 
reasonable to discriminate as much (or more) against 
finance for purchase of consumers’ durables as against 
finance for stock accumulation, unproductive or 
productive fixed investment. 


The relative discrimination to be applied against 
consumers’ durables and these three kinds of invest- 
ment (if indeed such discrimination can be exercised 


Note.—Drink includes alcoholic beverages only, though in some cases 
some non-alcoholic drinks could not be excluded. For details, see Appendix B. 
Other goods and services include all those not accounted for in Tables 4, 7, 8 
and 10, inter alia: culture, education, travel, insurance, personal care and 
hygiene, entertainment and sport. 


in practice) depends on policy objectives and on 
whether or not, if there is inflationary pressure, there 
are particular sectors of especially marked excess 
demand. In the shorter run the financing of consump- 
tion of durables, as also of non-productive invest- 
ment, may be considered as relatively more inflation- 
ary, since the current production of these goods does 
not lead, as does productive investment, to higher 
output in the future. But the shorter-run need to 
operate on hire purchase as part of the general system 
of restraining or sustaining demand should not be 
confused with the longer-term role of hire purchase 
in helping consumers to achieve their optimum pattern 
of consumption. 


Consumers’ Miscellaneous Expenditure 


Between one-fifth and one-quarter of -total рег- 
sonal expenditure is spent on a variety of goods and 
services, among which alcoholic drink and tobacco 
absorb something like one-third or even one-half of 
expenditure in this sector and a wide variety of mis- 
cellaneous goods and services the rest. Taken toge- 
ther, the share of these items in total expenditure has 
been fairly constant, though in some countries, such 
as Austria, France, Ireland and the United Kingdom, 
the share of drink and tobacco has been gradually 
declining. These are commodities that have long been 


the favourite targets of the fiscal authorities, and the 
_ high level of taxation that already prevailed in the 
early post-war years has meant that the relatively 
small additional taxes imposed more recently have 
not, in general, prevented an increase in the volume 
consumed more or less in line with the rise in total 
consumption or even exceeding it. Since in most 
countries tax is such a large part of the selling price of 
drink and tobacco,?? and recent increases in these 
taxes have been small, the percentage rise in selling 
prices since 1950 has been rather smaller than for the 
mass of consumption goods, except in Italy and 
Sweden. 


As can be seen from Table 14, the share of total 
consumption devoted to drink and tobacco ranges 
from 7 to 9 per cent in France, Norway and Sweden 
(and even less in the Netherlands) to 15 per cent or 
more in western Оегтапу,33 Ireland and (until recent 
years) the United Kingdom. Variations among coun- 
tries are a function partly of taxation, and partly also of 
national habits and tastes, which to some extent also 
determine the distribution of expenditure between 
these items and other expenditures, after fulfilment of 
basic requirements for food, clothing and shelter. 


The other half or more of miscellaneous consump- 
tion expenditure is comprised of a large number of 
small items (such as travel — including running costs 
of cars — insurance, sport, entertainment, culture, 
education, religion, personal care and hygiene, trade 
union fees). A part of this is supplemented by the 
provision of services that society finds it more con- 
venient or otherwise preferable to carry as a charge 
on the public sector rather than to leave to individual 
purchase.*® The administration of justice, civil law 
and order, street cleaning and lighting, and the dis- 
posal of sewage are examples of such public service, 
but there is also a broader group of social services 
with which almost all citizens at some time in their 
lives come into contact and which, moreover, they 


37In the United Kingdom, for example, expenditure on 
alcoholic drink absorbs only 4 to 5 per cent of total consumption 
expenditure at factor cost, against 8 to 9 per cent at market 
prices. For tobacco, the share at factor cost is only 2 per cent, 
instead of 7 to 8 per cent at market prices. 

38 In western Germany, drink and tobacco includes coffee, 
which is rather heavily taxed. 

39 Defence expenditure normally accounts for one-third to 
one-half of public consumption in western Europe in recent 
years. 
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often supplement by expenditure out of their personal 
Income. Such, for example, are health and education. 


Public expenditure on education and health 
as percentages of private consumption in 1956 


Country @ Education Health 
Sweden а 6.5 4.3 6 
ат pk en 6.4 2 
Netherlands ar 552 
Western Germany с. 5.0 
[tal vad и он 4.9 
rancero sar, ae ae 4.8 
NORMA. G5 6 8 6 4.4 ah 
Switzerland ое 4:1 2.4 
BAKA; on Se 6 5 3.9 we 
ZAUIStElaleere бо 3.8 0.8 
xem ро с Se д 
United Kingdom . 3.6 4.6 
Deniiankic wae an 35) Ded 
в бов 3.2 
СТС. 4S Ss 1.6 


Sources and methods : See Appendix B. 
@ Arranged in descending order of share of education expenditure. 
Ь 1955. с 1955/56. 4 1956/57. е 1954. 


Ultimately, of course, consumers аз а whole pay 
for these public services through taxation, and so 
indirectly they form additions to consumers’ expen- 
diture. Unlike that major part which is traditionally 
regarded as private consumption, most of this sup- 
plementary expend ture cannot be measured by a 
market price (as can, for example, pharmaceuticals 
or private doctors’ fees) and conventionally it is 
treated as substantially the equivalent of wages and 
salaries paid in these public sectors. None the less, 
it is interesting to note from the table above that even 
on this basis, public education expenditure is the 
equivalent of at least 3 per cent of private consumption 
in nearly all countries, and in some, such as Finland, 
western Germany, the Netherlands and Sweden, as 
much as 5 per cent or more. Only partial data exist 
for public health, which indicate that in general (and 
with the main exception of the extensive public service 
provided in the United Kingdom) such expenditure 
is less than on education. The two taken together 
constitute in most countries a minimum of a 5 рег cent 
addition to private consumption expenditure, and 
approach a figure nearer to 10 per cent where the 
public sector assumes a broader responsibility for 
the provision of such services, as in Sweden and the 
United Kingdom. 


4. CONCLUSIONS AND PROSPECTS 


In the growth of the west European economies over 
the last eight years, exports, fixed capital formation 
and additions to stocks have played a major role, 
nearly three-fifths of the total expansion of demand 
in the area as a whole being due to these sectors. 


Public and private consumption, although by far 
the biggest sector of final demand (over 60 per cent), 
accounted for only two-fifths of the expansion. 
In the years to come exports to overseas are unlikely 
to continue increasing as quickly as gross national 
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product.4° Gross domestic capital formation in the 
industrial countries has expanded very rapidly in 
the post-war years and now absorbs atout one-fifth 
of gross national product — as large a proportion 
as in previous periods of rapid expansion. It seems 
likely that the future rates of expansion of capital 
formation will not be higher than that of gross national 
product, and that consumption will therefore also 
expand at about the same rate as the gross national 
product, thus becoming a more important determinant 
of economic growth in the years to come than in the 
past. 

One of the interesting findings of the earlier sections 
of this chapter is the virtual stability in the pattern 
of consumption expenditure in the economically 
advanced western European countries over a fairly long 
and varied past period. It is true that sharp changes 
in relative prices for food, in the levels of taxation on 
drink, tobacco and some of the durable goods, or in 
rent policies, could lead to some variation in the 
share of these items in total private consumption. It is 
unlikely, however, that even with a doubling of real 
income any spectacular changes in the shares of these 
groups, in accordance with the conventional notions 
of group elasticities, will occur. Significant changes 
are more likely to take place not for the broad groups 
but within each group. In the less economically 
developed countries, on the other hand, the growth 
of output should lead to a relative decline in expenditure 
on food and a rise in other types of expenditure, 
particularly for durable goods. The analysis of broad 
categories of demand, which is all that is possible with 
existing data, is of little help in forecasting the output 
of specific commodities and services, but some per- 
tinent observations may be made for the two groups — 
food and durables — which have been discussed in 
some detail. 


Unless the relative price of food were to decline 
very sharply, as in the ’thirties, it is likely that the 
proportion of private consumption expenditure devoted 
to food will settle at about 30 per cent in the advanced 
countries; in other words, food expenditure will 
increase at about the same rate as total expenditure 
on private consumption. This, however, does not 
mean that the demand for specific food products 
in quantitative terms will also rise in line with income, 
any more than it has done in the past. The virtual 
stability of the share of food expenditure reflects 
a divorce between the quantities of main foodstuffs 
consumed and money expenditure.*! Even were the 


4° See the Survey for 1957, Chapter V, Section 4. 

* Data showing a detailed break-down of expenditure on 
quantities of main foods and on the related services and other 
non-food elements in the basic food basket are not ava'lakle. 
A rough impression, however, of the order of magnitude 
involved and of the differences between the industrially devel- 
oped and less developed countries of western Europe may 


expenditure on “food” to rise as much as incomes, a 
large part of this increase would be for the non-food 
component, such as services, packing materials, etc., 
in the food package, so that the additional quantities 
of foodstuffs consumed would be much smaller; for 
some — cereals and potatoes —the rate of increase 
would be even smaller than that of population growth 
and for others somewhat faster, but still less than that 
of income growth. Only the demand for fruit and veget- 
ables may be expected to grow as fast as, and perhaps 
faster than, income in the developed countries. These 
considerations are highly relevant for an appreciation 
of the output needs for specific commodities, and for 
employment in agriculture and in food-processing and 
servicing industries. 

Thus, in the economically developed countries of 
Europe, the expenditure elasticities for food are high, 
but quantity elasticities, except for fruit and vegetables, 
are very low; on the other hand, the possibilities of 
increasing agricultural output and productivity, parti- 
cularly in animal husbandry, are considerable. But 
because of low quantity elasticities, the absorption 
of the higher output at present price relatives will 
pose a serious problem. Population growth is slow, 
and urban and rural consumption levels are not so 
different that a continuing migration to the towns will 
lead to a significant increase in demand. 


In the less economically developed Mediterranean 
countries, on the other hand, the divorce between 
expenditure on food and quantities consumed is less 
marked.* The demand for animal, and particularly 
dairy, products has risen as much as incomes, or more 
in the past; but the potential for increasing output 
may be considered more limited than in the advanced 
western European countries, given the capital and 
technical services needed greatly to raise agricultural 
output and the competing claims on them. Per capita 
consumption of fruit and vegetables, however, is almost 
as high in these countries as in the United States and 
much higher than in most western European countries. 
Climatic conditions favour a much higher output of 
such products in these countries; but their domestic 
consumption is already very high, and can hardly rise 
much further. 


Thus, the developments in demand and output in 
the two areas of western Europe suggest a sound basis 
of exchange of animal products from the developed 
countries with fruit and vegetables from the Medi- 
terranean countries. Modern advances in the transport 


be obtained. The share of the total cumulated cost of final 
private consumption that consisted of services provided by 
transport, trade and other service sectors of the economy is 
about one-third in the high income countries of western Europe. 
It is only one-fifth in Italy, a country with somewhat lower per 
capita income levels. (See the Survey for 1957, Chapter III, 
Tables 9-15). 


*2 See footnote 41. 
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of perishable commodities now make such an ex- 
_ change feasible, and it could lead to a considerable 
improvement in the regular supply of these products 
in both these areas.** Surplus disposal programmes, 
now being considered in some of the countries, can 
hardly be regarded as anything more than a tempo- 
rary solution. A rational reorganization of west 
European agricultural policies could, it seems, be based 
оп sound trade co-operation between the two areas. 


It may well be that the expansion of demand for 
consumer-durables (as a group) in the advanced 
countries may not be much higher than for income in 
general. In other words, the elasticity of expenditure 
for durables would, like that for food, be not much 
different from unity and the share of durables may 
not rise much above 10 per cent of private consumption. 
Within the group as a whole, however, the importance 
of furniture will decline and also that of some other 
appliances, such as radios, where the stock is already 
high in relation to population. Thus, even if the share 
of durables as a whole were not to change much, the 
relative decline of some components will leave consider- 
able scope for much higher rates of growth of expend- 
iture on appliances such as refrigerators, washing 
machines and motor cars. Moreover, productivity 
gains may be expected to reduce the relative prices 
of these products, so that equivalent current expend- 
iture will in future buy more; or at least consumers’ 
satisfaction will be increased through major improve- 
ments in quality and in the services rendered by 
durable (especially household) equipment at un- 
changed relative prices. 


Among all the sectors of demand, that for household 
appliances and motor vehicles is likely to increase 
most rapidly; and if consumption in general is to 
play a more important role in determining rates of 
growth, it is obvious that within consumption this 
sector will be the most dynamic. Thus, policies — 
with respect to prices, taxes and consumer credit — 
toward this sector will play a greater role than before 
as regulators of the rate of growth of the economy in 
general, and increasing discrimination in their applica- 
tion will be required. 


The developments outlined above are also likely to 
have important short-term implications for the 


43 This is roughly what happens in the United States in the 
exchange of agricultural products between the north and south. 


economies of western Europe. Like the demand for 
fixed investment and stock accumulation, demand for 
consumers’ durable goods can be deferred and 
“bunched ” and is thus subject to a fair degree of 
fluctuation. In the advanced western European 
economies, these volatile sectors of final demand now 
constitute between one-fourth and one-third of the 
total. The faster growth of demand for consumer- 
durables, however, appears to have been matched by 
an equally fast growth of demand for the output of the 
non-commodity sector (services) to nearly one-third of 
private consumption — or as much as the combined 
expenditure on consumers’ durable goods and fixed 
investment. In the United States, for instance, 
employment in the non-commodity sector is now above 
that in the commodity sector and the trend in western 
Europe appears to be in the same direction. 


In most cases the output of the service sector is 
bound up with, and inseparable from, that of basic 
commodities such as food, clothing, etc. and constitutes 
a joint supply. Since demand for the basic consumption 
items is relatively stable, and since services are imme- 
diately consumed and cannot be stocked, the growth 
of the service sector in the advanced countries seems 
to have created a built-in stabilizer within the economy. 


In pre-war recessions, there was a fairly close link 
between the movement of commodity output and of 
incomes, which reflected the predominance of com- 
modity production in total income generation. In the 
post-war recessions in the United States, however, 
even when commodity output declined sharply, there 
was a much smaller decline — or even no decline — 
in consumers’ incomes and expenditure. In earlier 
analyses of post-war recessions the relative stability 
of consumers’ income was usually explained by the 
influence of various built-in stabilizers (such as 
unemployment compensation and other social security 
payments) and counter-cyclical public policies (tax 
concessions, public works programmes, etc.) which 
helped to offset the decline in incomes in the commodity 
sector and to moderate the consequent fall in total 
economic activity. In addition to these factors, however, 
the increasing importance of services and their 
association with the less volatile sectors of consumers’ 
demand for commodities appear to have helped to 
maintain consumers’ incomes and expenditure and 
thus to reduce the sensitivity of the economy to short- 
term fluctuations in the demand for consumers’ 
durable goods, capital equipment and stocks. 
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Appendix A 
SUPPLEMENTARY STATISTICS 
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TABLE I 


Changes in the structure of food consumption in western European countries and the United States 


Daily calorie intake per capita Percentage of total calories derived from : 


Animal products 


Country 4 Period ее ФО Селеа а te ea Vegetables Fats Sugar 
Total ны И and Dairy Meat ser! ae : med 3 
potatoes = products — ап4 eggs cle + fxs 
Denmark. Pre-war 3 420 916 108 33 11 16 3 19 16 
1950/51 3 180 848 160 Bi 13 14 5 16 13 
1956/57 3 360 856 167 32 10 15 5) 19 15 
ЗН соаоб Pre-war 3 120 888 73 37 ih 12 2 14 15 
1950/51 3 240 923 100 34 16 12 3 15 16 
1956/57 2970 838 125 32 15 13 8 17 16 
United Kingdom . Pre-war 3 110 830 119 35 9 18 4 17 15 
1950/51 3 100 797 109 38 12 14 4 17 13 
1956/57 3 270 928 122 sy 11 18 4 16 17 
Netherlands .. . Pre-war 2 840 590 95 44 13 8 3 18 12 
1950/51 2 960 540 98 40 12 6 3 22 15 
1956/57 2 950 608 98 35 13 8 3 25 15 
НЕ 5 6 6 с Pre-war 3210 650 63 44 12 8 2 19 11 
1950/51 3 180 784 68 43 17 8 2 19 8 
1956/57 3 310 781 88 36 16 8 3 21 ТЕ; 
Switzerland ... Pre-war 3 140 916 157 39 17 12 5 12 13 
1950/51 3 250 844 203 40 16 10 6 12 13 
1956/57 3 150 861 212 36 16 12 7 13 13 
Western Germany . Pre-war 3 040 657 97 47 10 12 3 17 9 
1950/51 2810 524 103 47 10 9 - 18 10 
1956/57 3 000 660 130 40 10 12 4 21 10 
Belgium—Luxem- Pre-war 2 820 484 79 50 Я 11 3) 16 ify 
bourg 1950/51 2 890 568 108 45 9 11 4 18 10 
1956/57 2 990 663 148 42 8 14 5 18 10 
ЕО бо 6 6 6 Pre-war 2 990 691 53 53 17 6 2 11 10 
1950/51 3 230 749 38 50 17 6 1 13 11 
1955/56 3 190 908 49 43 ра 7 2 14 12 
ЕЮ So a 6 c Pre-war 2 870 593 126 51 т 13 4 12 9 
1950/51 2830 619 145 48 8 14 5 1] 10 
1956/57 2 920 788 138 43 10 17 2) 13 9 
INET, go 6 a 6 Pre-war 2 930 673 96 49 12 11 3 14 9 
1950/51 2 790 567 108 51 12 9 o 14 9 
1956/57 2 950 658 136 44 11 11 5 1S 2 
О, особо Pre-war 3 400 885 63 50 11 15 2 10 12 
1950 3 500 877 88 46 12 13 3 13 12 
1956 3 560 900 88 44 12 14 2 14 13 
Greece syne Pre-war 2 600 269 106 61 U 4 a 14 4 
1950/51 2 510 191 154 63 5 3 6 13 4 
1956/57 2 600 284 175 58 7 4 И 13 5 
Ворорав Pre-war 2 100 138 175 56 1 5 8 17 5 
1950/51 2 460 131 204 62 1 4 8 13 6 
1956 2550 — 163 189 58 2 5 7 15 7 
а ею Pre-war 2 520 235 86 65 5 
1950/51 2 430 245 132 63 6 д : re - 
1956/57 2 570 298 155 59 7 5 6 13 7 
Yugoslavia ... 1950/51 2 400 284 44 73 6 6 2 8 
1953/54 2710 292 86 1? 6 5 з 8 - 
UUM пс oa 6 Pre-war 2 450 154 91 76 
1950/51 2 510 149 131 175) : : : . 
1956/57 2670 147 168 73 3 3 6 5 5 
United States .. Pre-war 3 220 896 180 32 
2 11 
ieee : =. 983 193 Dil 14 a - - т. 
0 1116 183 24 14 72) 6 16 16 


Sources; Yearbook of Food and Agricultural Statistics, FAO, Rome. 


@ In ascending order of the proportion of total calories derived from cereals and potatoes in 1956/57 b Excluding butter с Including b 
. 5 ncluding butter. 
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TABLE II 


Per capita consumption in wage-earners’ families in selected industrial branches 
and in average collective-farm households in the Soviet Union 


Index numbers (1953=100) based on family budget inquiries 


(2 SSS SS ES ee a ee 
| wane Е ни cae 
ее age-earners’ families Collective-farm households 


1940 1952 1953 1954 1955 1956 | 1940 1952 1953 1954 1955 1956 


Food а 
(СОЗ se 7% ase ое 115 100 100 102 102 
РОО ге gee oe 60 100 88 89 89 
Vegetables, cucumbers, melons ... . 85 100 105 105 107 
ЕО о о о ОО оо 60 100 121 132 148 
Fish andi fish’ products’. . ss... 71 100. 117 144 (5 
Milk and milk products?. ...... 59 100) 106121 1135 
Ее о о о 68 100 121 139 150 
БА ое 51 100 126 96 152 
Gontectionehy ni a) ee ee ml 100 125 137 148 
Non-food 
ее ое о i. ss se = 48 100) 1288120888123 
of which : WOOlMEM aes 6 oa) ee os 23 100 127 118 155 
Silke ео 7 100" 207 265 455 
А О о о в обо моею 68 LOO 114 123 130 
of which: Weathers ине 57 100 130 140 150 
Clothing (other than knitwear)¢. .. . 45 100 142 11176 215 
НЯ Соевый со tue se es ras Is 39 100 142 170 200 
Furniture and household goods*¢ .. . 36 100 139 170 188 
Gultucal Роба es ees oe ol 17 100) 18111245 4293 
Source: Narodnoe Khozyaistvo SSSR У 1956 godu. с In fish equivalent, 
Note. — For an explanation of the significance of these data, see 4 п milk equivalent. 
Appendix B. е Cash expenditure deflated to a constant price basis. 
а Quantities. f Includes books, newspapers, toys, radios, musical instruments, watches, 


Ь Bread in flour equivalent, flour, groats, macaroni and similar products. sports goods, bicycles, motor-cars, etc. 
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TABLE III 
Retail supplies of consumers’ durable goods in eastern Europe and the Soviet Union, 1950 to 1957 
Thousands 


1950 4 1951 1952 1953 1954 1955 1956 1957 


va 

Radio sets . ore > Е Арины. 2: 234.0 89.6 172.8 170.2 162.8 215.9 
Зы о 3 6 6 6 o me юм 5 —- === — 0.4 12.9 29.1 47.9 PALS 
Electric washing machines ....... 12.3 32.4 119.7 193.6 224.0 262.8 
Refrigeratorsaaen еее... 4.7 27 13.8 PALA 37.4 75.3 
и ЕЯ 5 5 соо 29.5 19.0 46.1 44.9 44.9 55.8 
Bicycles yar eee и oo, er 169.9 139.5 172.9 164.1 21521 280.7 
Mie? GEE « 22 5S кв 39.8 24.5 24.5 52.0 62.9 67.1 
М me cnn о: ТВ. 0.1 0.3 eT, 10.9 20.4 
Маре. и те. 44.0 79.4 172.0 285.9 345.4 489.8 
(Amerasy fee, В - 136.7 ПР 


Eastern Germany 


Radiovscets aaa ae ee, 8 620.9 683.2 802.3 608.0 604.3 486.2 
ЯВ СЭ о бо оорать ey (33.0) (38.3) (40.6) (38.6) 50.5 100.5 
Refrigerators? в о eee eee (2.4) (3.2) (6.2) (17.3) 14.4 28.3 
ПИ ИЕН одобрено 100.8 141.7 112.6 101.0 
Все мт. 363.6 705.0 552.8 590.8 447.7 358.3 


Motorcycles sm с See: 
of which : Power-assisted bicycles 
MOotOr-Cars с. с и. па 


Менее с ie >. 
Саттега ть В а se Pe. 199.7 344.8 671.9 707.5 593.3 417.0 
Hungary 
ВАО, ое. clk ee 78.4 106.2 119.0 183.1 192.7 244.1 256.0 
IBicycles# о. = ae. 130.9 96.9 92.8 125.6 148.3 166.2 212.0 
IMOLORACY С оо оо а о пов eee 4.7 7.4 8.8 13.4 7.2 20.7 29.4 
Бе Я salem nnn ee 8:2. 1.6 1.6 21 10.4 14.0 21.8 
Washingemachines а ar rae 22.0 55.0 
Poland 
Radiotsets $i. Lier ren ese pate. (116) (156) (213) (267) 307 483.9 558.8 714.8 
ЗО Зо соо a meen — — -— — — —— 8.5 19.9 
Ворота ea eee = — — — -- Bal 9.8 10.6 
Е ИЗ Бо ene an ene —= — (4) (9) 18 50.2 120.1 156.2 
Washing machines en === — — — 29.7 64.7 140.7 
Мастит COONS 5 2 bs ks 6 es oe — = — — 6.7 22.9 48.3 
BICYCleS kere ae ee pee (99) (110) (110) (140) 155 224.6 359.4 426.9 
WGP CVE ро ob be en ee (15) (18) (6) (14) 18 29.1 48.2 74.6 
Cameras see. «(ee eee: м. — — Е 33.0 90.8 133.6 
Soviet Union 
INEGI) 359 bk pe ho ow ee a oe 992 1197 1247 1607 2836 3474 3561 3337 
ИО ЗО а сео ров er 12 54 68 122 287 483 522 592 
О 5 5 5 5 ao ano 5 > Ac 1.2 14.5 28 49.5 88 144 214 291 
Sewingemachiness se y e 510 674 823 1061 1366 1647 1989 2319 
Vacuumpcleanersss. )30 es) a. ee 6 14 18.5 43 126 121 ПД 237 
Washing machines. ........,.. 0.3 3.2 6.1 3.6 44 83 201 356 
ВСУ С Е т 684 1304 1668 1916 2365 2801 2664 2991 
NIOLOTECY.C1ES оо ar ren 113 110 85 134 185 216 262 293 
INMOtOr=Cars gaara are ere а 23 16 16 38 53 64 
Cameras soos в oy es 234 325 425 471 750 971 1113 1258 


Му вез с ее la 


Sources : National statistics) ‚ Note.—Figures in brackets are production data (foreign trade being of 
а 1949 figures for Czechoslovakia. little importance) and those in italics are production data adjusted for foreign 
trade. Otherwise data generally represent deliveries to retail shops. 
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TABLE IV 
Retail trade turn eee at 
ade over by sector and by compositidn in eastern Europe and the Soviet Union 
Billions of national currency in current prices 
1949 1950 1951 1952 1953 1954 1955 1956 1957 
Bulgaria 
ооо oe cae oe 4.5 4.7 6.0 6 
. Sa ae tee aah uae 9 rid ь Е ; 4 7.0 7.3 8.0 9.0 
И ete ee ee ee Ye Бо 4.2 4.3 5.5) 5.8 6.4 6.9 oil UD 
ee : pape ea ak ae MM 0.5 0.2 0.1 0.1 0.1 0.1 0.1 0.1 
ae otal (excluding peasant market) . . и 9.2 9.2 ie бань [2008 1321 Со 
of with РМ бишь ОТО | а. 
Non-food . : a6 a0 
+ 6.5 7.6 7.6 8.1 9.1 
Czechoslovakia 
State . . Se а.о. 26.2 51.6 55-7 58.1 61.6 65.1 
Co-operative сы Sik i ere < 6.6 14.0 17.6 20.0 Zien 23.9) 
рае =. Е 8.2 0.4 0.2 0.2 0.2 0.2 
Total (excluding peasant market) . . 41.0 66.0 73.0 78.3 83.5 89.2 
РОО о... И 38.7 42.8 45.9 47.7 49.0 
of which: Public catering . 50 8.5 9.8 10.6 11.2 11.9 
INon-food’eas = . 23.9 27.3 30.2 32.4 35.8 40.2 
Eastern Germany 
Staley, seers St ra io 4.6 ИЗ 10.0 10.7 10.5 ИЗ 11.6 ПР 
Co-operative Pe Sua let itn 7 3.6 4.6 5.8 8.2 9.3 10.2 ПИ 122 
Private оо ооо ces oe cde 2 La 9.1 9.5 9.2 8.5 9.9 10.1 9.9 10.5 
Total (excluding Ри market) .. = 17.3 21.4 25.0 27.4 29.7 © 32.6 34.8 
ТУ а к ос eee eee в “ite 10.6 12.9 15.3 16.8 17.6 18.2 18.8 19.7 
of which; Public catering . Е о aeaee Bo 22. 2.4 27 3.0 3.1 3.3 33 3.6 
INon-food ев, ит Е 6.7 8.5 9.7 10.6 ПИ 13.4 13.8 15.1 
Total turnover on peasant markets 0.05 0.08 0.11 0.13 
Hungary 
States) cle ata oie ke ср ees 24.3 28.7 В 31.4 33.2 36.7 
Co-operatives erm я eS 6.2 7.6 10.2 2.1 14.6 15.4 
ра op coe toe tree .. ae о 1.3 -— 0.3 0.5 0.5 0.8 
Total (excluding peasant market) . . Sc ae 2: 31.8 41.8 44.0 48.3 5219 
Rood)... Ел. о. roe ; 18.0 216 222 23.4 24.5 26.0 
of which : ‘Public catering AES ADS re Aare eet - .. we 4.8 5:7 7.0 0.2 Ui 8.8 
INGnzkOO0 ie A Ns cy Rie cs ae. Pe an 13.8 15.2 19.6 20.6 23.8 26.9 
Poland 
ее бы и. : 62.4 74.7 91.6 
о с. . т 26.9 46.5 (98.8 | 704° 107-8 1123 66.5. 73.0 885 
Private eee a es con р 19.4 9.5 5.9 5.5 4.0 4.0 3.6 92 7.6 
HOLL (excluding peasant market) . . 46.3 56.0 64.7 SO) ПИ О PRY ПО С 
Food GO PI Pe os i. oa о site AG 52.3 с Sif © eee ah a 
hich : Publi Е ope Ate heey IA fe с ite a 7.4 8.6 be) ь . 
Re ee eee ee a № ‘a i. 48.0¢ 54.1¢ 59.6 70.6 90.5 
Rumania | 
State . 6.5 8.1 9.5 9.4 12.1 14.3 18.4 20.5 23.6 
Co-operative Вх 1.9 4.2 6.1 5.9 7.0 77 9.4 10.1 ii? 
Private ce a0 4.0 1.6 1.8 0.4 0.5 0.8 0.8 0.9 0.8 
Total (excluding ‘peasant market) a 12.4 13.9 17.4 И 19.6 22.8 28.6 Bile) 35.6 
BpGd 2 a Oe me Pie о ate ne о Ge с 13.6 14.7 16.4 
of which: ‘Public catering GA wick a, Be .. + .. .. ; ox) 3.6 3.6 4.2 
IN о gem oo oat Ae: .. .. .. .. oI ve 14.2 15.9 18.4 
Total turnover on peasant markets eae 1.5 2.3 .. .. =a Be 5.6 6.1 6.1 
iet Union 
slip ae Mn oe fe 261.1 274.0 284.9 308.7 335.7 347.3 380.6 433.0 
Cope, i bere 985 1058 1087 122.0 146.2 154.6 166.8 192.0 
Ke t р. Ec 3596 3798 3936 4307 481.9 5019 5474 Don 
= ee (excluding peasant marke n : 2100 2195 2255 2373 2641 275.5 299.4 337.5 
ra whith. Publie catering 2. , aor р 47.4 50.2 53.4 57.1 60.0 58.8 60.4 63.1 
None оба он ae 149.6 160.3 168.1 193.4 21:6 и ey ee 
n ansant markets ard ate 49.2 50.8 58.1 48.8 49.0 48. к 
Total turnover on pe: peasant market) . . be 408.8 430.6 447.3 479.5 530.9 550.8 589.8 662 
дд 
ЕН, 
с fi ts; а Excluding private trade. 
nee я. р и No: 8, b Excluding direct sales by wholesalers and producers and remuneration in 
1958. kind, all included in total turnover. 
Note.—Tobacco is under * “food” in eastern Germany and Hungary, с Excluding “ factory shops ”, included in total turnover. 


under “ industrial products " elsewhere. d Including some 5 per cent “non-food” (mainly tobacco). 


TABLE V 


Retail turnover of manufactured goods in four eastern European countries 


Millions of national currencies at current prices 


Country and commodity 1953 1954 1955 1956 Country and commodity | 1954 1955 1956 
Bulgaria а Czechoslovakia 
Техас. . OE: 1088 1565 1822 2300 || Clothing and footwear ...... 12546 12444 13205 
ofiwhichs Cotton’. о бобов 353 509 567 670)|| Household) goods.) «2.240. 7). 2 451 я pe ; i 
Woollen) same с а 202 299 322 423 i 1 l goods. . 1 663 
Olen nike 53 757 933 1207 ae а: 846 — 818 941 
2 И РАВ С к ии 
ТЫС Ра о осо 356 410 458 528 Transport and sporting equipment. . 788 1034 1498 
О об о okie «ow 55 fa 354328 18353. STS ome 3 815 906 
Buldingematertals по оборо 671 
Весь. В. а 185 190 230 276 | Pu 1779 оо ads 
Household goods ....... 635 Tic Galan ое 
о TODACCO™. а 2626 2150-2996 
АО ее ое 27 89 89 100 ‘ 40 1150 
; Ареал st 759 9. 
О oo & po о ae 3333226253 Gt re 5047 614400 7397 
Wooden building materials. . . OD OR, eet Е ee eee ae 
Other manufactures ...... 2419 3219 3219 3 643 те «.. eas Seem 29176 31345 34843 
Atiinon-fOOdm о вю 4 73216158 6615 7 712 
Country and commodity 1950 1951 1952 1953 1954 1955 1956 1957 
Eastern Germany 
Shoes: о: ee. Ae. Ss 410 513 628 726 819 897 838 871 
Textiles: and clothing’. = «al. : 2788 3886 4750 5073 5641 5852 5587 5985 
Other тан ас те mene 3512 4061 4298 4796 5683 6596 7386 8231 
Allgmanufactures! ее, 6710 8460 9676 10595 12143 13345 13811 15087 
Country and commodity 1952 1953 1954 1955 1956 1957 
Hungary 
Сошо ап footwear en ane ce een 8 163 8 768 11 246 11 062 12 963 13 855 
of which: 
(Govier Odi Ho ю m Gea авы A 1 862 1 692 2 090 1 699 1 660 2101 
Woollen and staple cloth ..... 740 733 1 136 1104 1135 1421 
В ео ое 217 183 289 274 314 om 
Men’s ready-made outerwear . . .. 659 747 1079 999 ЕТ 1455 
Women’s ready-made outerwear . . . 316 313 498 509 532 747 
Children’s ready-made outerwear. . . 304 366 472 560 625 789 
Ready-made underwear ..... . 462 459 679 648 692 944 
Knitwear № Gate 1. и Ges “orcs 607 790 1 040 1180 1274 
Hose oe И И 328 383 483 483 533 23 
Leathestfootwearm и ее ое 1264 1302 1 660 1642 1894 1942 
‘ОЗУ Р УИ 9 о ооробобв 5 586 6 465 8 326 9 477 10 844 13 055 
of which: 
Building materials’ ое ее 169 188 687 880 832 1 738 
че о О о ее, с 116 147 268 495 529 676 
Metal била = сое sen 503 568 805 1065 1329 2000 
Other metal 2004$ ое о 791 742 1082 1224 1559 1813 
Agricultural tools and implements . . 55 58 226 230 263 310 
Fertilizers and insecticides . . . . . 37 47 174 173 153 375 
о Се ен АВ 675 898 1090 1050 1150 1194 
Books, paper, stationery. ..... 419 475 542 591 622 792 
Pharmaceuticals. . 5 3 « « + « « 520 626 753 798 829 948 
Ghemicals ya 0 oe coes eo) hee 1105 1 205 1 230 1 300 1316 1 57 
Glass and porcelain ..... . 4. 195 190 238 266 240 
Allsmanulactinestan ое 13 749 15 233 19 572 20 539 23 807 26 910 
Sources ; National statistics. Note.—The detailed commodity break-down is generally based оп deliveries 
а In 1956 prices. to shops and not on actual retail sales. This tends somewhat to underestimate 


sales in years of destocking (1956) and to overestimate them in years of restock- 
ing (1957) in retail trade. 


TABLE VI 


Retail turnover of manufactured goods in the Soviet Union 


Millions of current roubles 


——— Ш 


Commodity ог commodity-group 


WL eXtiles PieCe-POOUS а бо ооо 
of which : Cotton cloth 
iReady-madesclouning о об боб обобеос 
Knitwear and stockings 
SUAS et ed? See er 
Soap and perfumery 
ВУ оо а eee 
Tobacco and matches 
Kerosene 
ARTE а о ан о 
Pots and pans, china and glassware 
Cultural goods а 
Other non-food 4 
Ооо ee ee. er 
Timber and building materials . . . 


a 10) Qh ast ee! ery (ej ат 


ee ahs of о ie jel” ee meter etre 


SP aS en (eM о С СО 


Wh lien cen. ot ewer Aertel ie) Me oe Ka ate ve 


De Ue a Чо Pa 6) мл (nse 


“Lotalgnon-tOOdrsalese ca cae steko oa eke 


1937 1940 1950 1954 — 1955 
8163 11280 39498 50575 45656 
S610 24413182213 1125427 
7105 11479 23228 40054 43 484 
2351 3583 8157 13609 13900 
5089 6396 17814 24337 24095 
2730 3834 6143 6329 6357 
2165 3094 6398 9422 10348 
3847 5548 11129 12169 12952 

180 1115 1604 15151 1563 
1188 1972 2243 6081 6850 
2034 2506 39 648 17070 
4813 5411 9931 16219 18426 
6196 8327 19547 31150 35929 

100 447 463 
435 3 325 7630 8 585 
46461 64545 149603 217938 226 603 


Source : Sovetskaya torgovlya, 1956. 


@ Includes books, newspapers, toys, radios, musical instruments, watches, 
sports goods, bicycles, motor-cars, etc. 


Ь Mainly producers’ goods. 
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TABLE VIII 
The occupied labour force in western Europe 1953 to 1958 by sectors 


Thousand persons 


1953 1954 1955 1956 1957 1958 4 
соевые Р.О De ee ee SE eee 


АПС с и... Total =... Е. 5 3 199 3 249 3 360 3 429 3 477 3 496 
of which: Employees occupied in .. .. 
: УИ ме о аи, 216 206 199 т к 164 
Industry: si. tee hee Cee ante 775 846 872 9 te } 1152 
Building ch irae la Yan yee a OTS Ta si ae ae == ey ate 
iki oe в 1970 2068 2 132 2201 2235 2251 
: 347 
Ti Reems, м oF A ое Gore ee eee 360 358 356 352 349 
Shao Tae ae eee ee 1 375 1 385 1 405 1 432 1 459 1 435 
Building tease cece ee me ean а 213 P42 225 236 238 213 
SenviceS: Aa. “eee eee ee es а 1 439 1 458 1 472 1 466 1 461 1 474 
по Sg epee eee cas 3 387 3 413 3 457 3 486 3 507 3 469 
Denmark> сете. #Agriculture®. ем os ke 498 Ke а 477 Ех р 
ео, о аа вю cs veins 598 oye os \ 726 ДЕ ave 
Buildinge кои 2 141 a0 55 .. .. 
Services. +, see и. о 696 5 В 703 
‘otal a here левее 1 933 a es 1 906 
France в... J Nee AGN о о ао в г 5 213 ae Bo 5 039 oe 
Jindustry te nen estas es on о tome hic 5 484 a ar 5713 5 765 
Building а eee ~$ 0350 а a 1 446 1 425 
SeEVICESe ruse on it a eee eee ae 7114 a > 7 248 te 
Е НЫ: ays 19 168 sis ae 19 446 19 530 
Western Germany ... Asgriculture............ 4 564 4 514 4 393 4 296 4 195 4 100 
Industry and building ....... 9 759 10 265 10 889 11 505 11 900 12 020 
f which: 
ь Epes occupied in industry . .. . 7 384 7746 8 271 8 796 9 156 9 312 
Employees occupied in building . . . . 1371 1 463 1 600 1 703 1 /48 1711 
о Aes 7 349 7 608 7912 8 239 8 545 8 830 
Торе -opegew обе 21 672 22 387 23 194 24 040 24 640 24 950 
пеава о. Asriculturey. ее 460 460 455 445 436 428 
а о о Аи 207 212 216 210 208 } 281 
Во от 84 84 83 82 76 
SERVICES ey ее а а ее 431 429 427 424 422 
ее 1 182 1 185 1181 1161 1 142 
ас ось АО can a oe ee 251 6 843 6 884 6 341 6 260 6 192 
Industry and building ....... 5 428 5 629 6011 6 086 6 718 6 783 
И о а те оО а ae 4 435 4 831 5.225 5 467 5 530 6 036 
а Ey ep ata би ie 17 114 17 303 18 170 17 894 18 508 19 011 
Netherlands? ..... РИ И о а бобер be 8 529 516 506 497 489 482 
Tus Ги усе пы er ee 1 349 1 404 1432 1457 1461 1442 
О о о oe ee 285 294 308 322 333 297 
а о еее 1812 1 883 1 934 1 987 2 008 2 020 
TL Otal eee ease eo ee ae 3 975 4 097 4 180 4 263 4 291 4 241 
оао | "Ао оте о с а 377 366 359 358 351 348 
м о tee 380 387 394 398 398 390 
Building Ra ea itech hy ee eee on 125 129 124 116 119 120 
ЕЕ в eee 551 560 574 579 591 598 
‘Totaly о О о 2s ales 1433 1 442 1451 1451 1459 1456 
Sweden ........ PAE) Gg 9 ge Hoo 6 n oop F 589 569 549 530 522 504 
Industry ai sO eels, Shee 1017 1 027 1 048 1057 1057* 1047 
Building Sn es Ee а See 257 262 267 273 275 283 
SCLVICES# рые 1 240 1 254 1 271 1 293 S12 1 332 
otal saree: fee eee ee re 3 103 3 3 135 3153 3 166 3 166 
United Kingdome. ... Agriculture. ......2..... 1 071 1 057 1 047 1 021 1 009 994 
У re eres sie hac 10 179 10 402 10 631 10 667 10 690 10 386 
Building о a ne 1 295 1313 1 339 1 378 1 368 1 345 
Коди О о 10 564 10 671 10 730 10 825 10 847 10 948 
о ро Е ор 23 109 23 443 23 747 23 891 23 914 23 673 


^^ 
Sources :See Appendix В. с Results of labour force sample surveys in September 1952, May 1955, April 
Generally provisional figures. 1956, May 1957 and October 1958 (adjusted to May). 
b Including men in compulsory military service. d Man-years. 
Monthly averages Great Britain only. 
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TABLE IX 


Structure of industrial production and employment in selected western European countries 


Share of each sector in total industrial output and employment in 1953 and 1957 


Percentages 
ее 
Mining Food, drink and tobacco Textiles Metal-making 
Count S| Е 
Ty Production Employment Production Employment Production Employment Production Employment 
1953 1957 1953 1957 1953 1957 1953 1957 1953 1957 1953 1957 1953 1957 1953 1957 
PANIS{DIQM и ое п. (S92 mee) CET |, later © OR} 107 ОЗ ВЫ 1103 11:2 10515-77 
И 296 ооо 18.8 15.1 14.8 12.9 Tes ~ Te! Ohi | ees} ee 16.1 14.5 | 13.5 14.4 
РЕ s 3 ро об — — — — | 14.9 14.8 14.5 14.3 о Shey gis" 18.2 Е ae 
С <.a.6 1. « 8.2 6.6 8:0 aeal i 6.1 ope = to) 72 9.8 8.2 12. 3:4 И 0 a. Sil 
Western Germany... HD Sy 88 1751 17-4 16:3 S20 SiS 9.8 8.6 О ths) 0 И le (sy 
По Sots. 6 sole 3.5 З.И Г. и МЕ 9 РА И ЦИ 5/5 
Netherlands = =: . . 44 3.6 Byala) |e leh, 15.0’ 13.6 110.0 859 LOR TOSI 2.1] 2-9 she aes 
POWAY ce ee ss 3h ee aS ye 168515 9.7 9.0 13.4 13.5 ОД: Ord 5 Й. 110.2 4855.7 
ОП ео = 4.4 4.4 1.9 PRON Siew 12.7 И По 54 4.5 #® SS 7.1 8.5 6.4 6.4 
United Kingdom ... 8.0 6.9 8.9 8.4 | 12.0 11.3 es). 6589 7.5 6.4 9.8 8.9 6.3 6.4 a a) 
Metal-using Chemicals Other industries 
Country Production Employment Production Employment Production Employment 
1953 1957 1953 1957 1953 1957 1953 1957 1953 1957 1953 1957 
a ee ee ee eS ЕЕ 
PATISEGI AG ae). Jimi ey 19) > 23-2 ; 34.44 35.44 8.3 : : Е 223 22.4 32.9 aan 
О В еее : ‘ PHL IRS Bilefoy 5.3 : . . 11.0 11.6 26.7 26.0 
пепла уе В . 32.42 36.14 8.3 . 5 С 36.8 34.7 36.5 35:1 
О, овен © : : 30.2 32.4 11.1 : С : 30.3 31.7 28.8 28.1 
Western Germany. . . - : 33.1 36.9 9.6 ь : ] 24.4 297 29.2 27.8 
а: ; : Byles | 34.6 17.0 . : : 24.7 21.8 19.4 19.9 
Netherlands’ ..... - : 3312 35274 10.7 р A ; 20.1 20.8 ЗЕ 30.7 
Могу (сое. 3 : 26.0 Dies 13.0 . й ь 38.5 37.2 42.1 39.9 
Sweden seems ое ; 3 36.1 38.6 SES) Е : р 34.7 36.6 36.8 35.8 
United Kingdom ... F 5 95:5 Sel 8.0 4 $ ‘i 24.6 25.1 26.7 26.2 


Sources: OEEC, Definitions and Methods : Indices of Industrial Production, 
and national statistics. 
а Including metal-making industries. 
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APPEND: | 


Exports of selected European countries and the United State 
Millions of dollars 4 


of which: 


of which: 


Area of destination OVERSEAS 
and period Мовтн LATIN STERLING BRITISH UNION OF OTHER OTHER 
AMERICA ee CANADA РЕВ» AREA OVERSEAS SouTH Bee 
a СА 
Exporting country TERRITORIES AFRICA АЕБ! 
pucicommodity: group: О Е ее! ioscumet9s7 | 1955 9195715956 Waet957 ule 195609 0119571 91956 ome 1957) | 95 АОЗТ 5657 1956 1957 | 1956 1957 


UNITED KINGDOM 


1. Food, drink and tobacco. .... 


2. Mineral fuels and petroleum products т Dal РИ 0.1 0,7 2.0 2.0 2.1 22 33,2 28.9 14.1 11.5 eee 3.3 
3. Metallic ores and base тейа!$.,...... 74.4 78.5 38:2 37.8 41.2 40.7 30.0 49.1 | 202.0 220.0 58.6 67.9 12.4 18.8 
of which: Iron and steel . ...- + +++ 42.6 41.3 10.0 7.7 32.6 33.6 25.4 41.8 | 165.5 179.4 50.0 59.3 9.0 14.4 
4. Qil-seeds, fats andoils. ..-.-...:. c 1.8 2.3 1.0 1.1 0.8 1.2 0.6 0.6 5.8 6.4 2.9 2.3 0.8 1.0 
5. Textile fibres, natural ..... 16 an dette 39.4 38.5 24.8 23.0 14.6 15.5 1.4 1.6 22.5 23.5 23 1.8 1.8 2.0 
6. Selected construction materials ....... 16.6 11.6 6.4 3.8 10.2 7.8 6.2 5.7 69.0 62.2 31.6 30.7 6.5 5.3 
7, Other raw materials ...... ce cas oe cars 8.1 5.8 5.8 4.5 2.3 1.3 0.5 0.4 11.0 10.8 4.1 3.9 1.2 1.2 
8. Metal manufactures ...... - to 25.3 28.4 10.9 11.8 14.4 16.6 12.3 14.2 | 164.8 158.2 48.7 50.4 20.5 15.6 
9. Power-generating (except electric) а 15:7 18.5 4.9 Е! 10.8 11.2 9.8 10.9 93.8 90.5 18.8 20.0 15.5 13.2 
10. Agricultural machinery ..... acer 21 1.9 aS 1.2) 0.8 0.7 ee 2.0 12.6 10.1 23 2.1 1.7 1.6 
11. Metal-working, mining, construction had other 
industrial machinery. ..... ee: ee 54.0 56.1 24.4 25.3 29.6 30.8 35.9 38.7 | 271.2 272.5 62.5 64.6 35.7 36.7 
12. Electriemachinery “32 - = ~~ - BEE 45 55 47.4 53.8 19,9 26.7 27.5 27.1 22.0 25.2 | 254.5 259.0 65.9 69.8 33.5 37.8 
Др Оо са а а ое ЗОВ Ино 6.6 8.4 4.6 4.5 2.0 3.9 6.9 9.5 40.4 54.0 6.0 6.2 9.2 10.9 
145 Railway vehicles: . she 6) 6 6 ee i en Sil 5.4 — — 5.1 5.4 6.8 ЧЕ) 56.7 55.6 11.3 8.4 9.7 14.9 
15. eRoadimotor vehicles) 2. 5 ее. = Fett 68.4 128.0 45.6 97.3 22.8 30.7 17.5 32.4 318.9 327.9 91.7 87.7 39.5 58.8 
С: Фома о свопов 74.3 65.8 44.6 18.0 29.7 47.8 37.3 27.1 | 135.6 114.7 62.7 43.9 2.5 2.6 
7k ПОХ оо od fo vere cee prune из 44.0 41,3 2.2.5) 19.1 PIS) 22.2 38.7 45.5 290.1 320.3 95.3 103.6 30.7 33.2 
18. Textile manufactures and clothing. ..... 142.1 127.0 75.9 62.8 66.2 64.2 27.0 27.7 | 365.0 363.5 89.3 85.8 58.6 54.8 
of which : 
Textile yarns (including synthetic fibres) 14.0 12.1 3.7 3.5 10.3 8.6 9.8 10.7 РЕВ 79.0 11.5 10.0 11.5 10.2 
РИО ооо a Bh ou в ako 12.0 10.5 7.0 5.0 5.0 5.5 1.2 1.4 110.0 102.6 28.4 27.3 17.4 17.6 
UCR Se. ое в Bae оба ‘ 102.2 91.1 56.3 46.3 45.9 44.8 15.4 14.9 | 163.8 163.3 42.5 41.0 26.8 24.1 
19. Paper, manufactures of wood and paper 
(excluding furniture). соот 7.9 5.6 6.3 4.0 1,6 1.6 2.1 2.9 52.8 53.1 12.5 13.2 7.1 т 
20. All other commodities ........ вез 181.2 168.3 19:5 106.7 61.7 61.6 16.8 22.1 302.9 340.7 131.1 149.0 35.8 40.8 
of which: Instruments and watches... .- 3.91 4.8 2.1 2.9 1.8 3) 1.8 1) 26.1 26.1 6.9 Cad 322) 3.3 
TOTAL EXPORTS). fi «= . ees | 921.2 960.8 | 537.5 546.5 | 3837 414.3 | 289.5 343.8 |2:908.6 2960.0 | 9471 943.2 | 3331 367.3 
FRANCE | 
1. Food, drink and tobacco. ......... 43.9 41.6 37.3 55:5 6.6 6.1 8.9 8.6 25.0 24.3 15.0 10.3 0.5 0.5 1.6 1.7 6.0 10.2 1.9 1.6 210.9 252.2 
of which: Cereals and preparations .... 0.2 0.4 0.2 0.3 — 0.1 — 0.1 7.0 11.1 2.3 1.7 — — 0.9 0.5 3.8 8.9 — — 24.6 45.4 
Fruit and vegetables ...... 6.1 4.4 5.6 4.1 0.5 0.3 0.3 0.5 1.6 1.4 0.7 0.6 0.2 0.2 — 0.1 0.3 0.3 0.4 0.2 22.7 30.1 | 
Beverages... . Ни 28.4 26.5 PP RE 21.4 5.7 5.1 7.2 6.6 10.8 9.8 7.7 7.0 0.3 0.3 0.3 0.5 Че id 1.3 1.3 40.3 37.5 | 
2. Mineral fuels and petroleum оби a, or 0.2 0.1 0.2 0.1 — — 0.1 — 6.9 9.8 5.7 6.5 0.1 0.1 0.9 3.0 — — 0.2 0.2 53.4 49.7 Н 
3. Metallic ores and base теа!$........ 33.4 25.5 29.6 22.8 3.8 2.7 27.2 35.0 39.9 34.4 7.8 6.7 5.7 6.1 0.6 0.9 | 23.0 19.4 2.8 2-3 41.7 53.5 
of which: Oresandscrap ........| 02 08| 02 08 a =| =] = = ee Е ae Е a ог = 
Troniandisteel 5 <i se |) ss 31.4 23.3 27.6 20.6 3.8 АЙ 26.4 33:5 39.6 33.8 7.8 6.7 ОХ 6.1 0.6 0.9 | 22.7 19.0 2.8 1d 38.5 50.3 | 
4ni@il-seeds, fats/and о: vy: «i > es) 0.2 1.2 0.2 т — 0.1 0.5 2.6 0.4 0.8 0.2 0.3 — 0.1 — — | — — 0.2 0.4 13.7 16.5 | 
5, Техше fibres, natural”. 5 3% 1 7 3 ee 8.0 6.2 7.8 6.0 0.2 0.2 2.7 1.8 0.8 0.6 — — 0.3 0.1 — — 0.4 0.4 0.1 0.1 1.5 1.2 | 
6. Selected construction materials ....... 4.3 4.6 3.5 4.0 0.8 0.6 2.2 2.5 1.2 1.2 0.4 0.4 0.1 0.1 — — | 03 0.2 0.4 0.5 15.8 17.7 
Other тах materials’) 5... 5 © a le с 6.0 6.1 5.6 5.8 0.4 0.3 1.3 1.4 0.5 0.6 0.1 — — — — = | 0.2 0.1 0.2 0.5 15.1 17.8 | 
8. Metal manufactures... . 3.4 3.2 3.1 2.6 0.3 0.6 5.6 6.3 a 4.0 1.1 1.0 0.3 0.3 0.1 O2 | 2.6 2.3 0.2 0.2 40.4 49.8 H 
9. Power-generating (except AES) пасеку 0.5 1.0 0.4 0.5 0.1 0.5 3.4 3:2 1.0 3.9 0.1 0.2 0.1 0.1 — os 0.8 3.6 — — 9.3 11.8 
10. Agricultural machinery ... . ; с 5 0.1 — 0.2 0.2 0.1 - 0.1 0.1 — — | — 0.1 — — 1.6 2.1 
11. Metal-working, mining, construction ae rhe | 
industrial machinery, <. . <3 3 2 6 © ь 4.1 4.6 3.4 3.1 0.7 1.5 16.0 16.7 7.8 6.3 0.6 1.0 0.9 0.8 0.1 0.2 5.6 33 0.6 1.0 36.0 45.9 
i2meblectricmachinery вонь 2.1 1.7 1.9 1.3 0.2 0.4 5.3 4.9 2.2 3:3 0.2 0.3 0.1 — 0.1 1.9 2.6 0.1 0.2 29.0 34.8 
ik О Ge poo oop pe о cies 4.4 3.1 — 0.1 — 0.1 _— — 2.8 5.5 
ПН wayavenicles оо азолгпосово с 0.5 4.4 4.1 3.3 — 5 3.3 — — 7.1 7.6 
15: К оад ао меме ея и ие сына 6.8 29.0 6.7 28.7 0.1 0.3 6.7 the) 10,2 13.6 8:3 3:9 AA 5.5 0.6 1.0 0.8 0.8 2.8 2.4 67.0 90.1 
16: Other vehicles: зе. - пез 9 1.2 0.2 1.2 0.2 — — 10.1 11.5 rt 8.5 0.1 0.1 — — — — | 1.0 8.3 — 0.1 9.6 11.8 
17. Chemicals .... Qe depo О В 22.3 22.2 10.1 19.0 2.2 3,2 17.6 22.3 18.2 19.7 4.6 5.0 1.2 1.6 0.2 | 9.4 91 2.8 32 83 99.4 
18. Textile manufactures and Е eS wen “ten 35.0 29.6 31.4 26.1 3.6 Shp 10.6 У 21.0 15.4 3.1 2.9 3.8 3.1 0.3 0.3 7.0 3.9 Fd 139.2 169.8 
of which : 5 
Textile yarns (including synthetic fibres ) 6.4 2.9 6.0 2.6 0.4 0.3 6.3 4.7 9.4 5:2 0.8 0.5 Te 0.9 0.1 0.1 5.6 3.0 1.2 0.7 7. 
Сопот ыы 1.0 0.8 0.8 0.7 0.2 0.1 0.2 0.3 1.6 1.6 0.1 0.2 0.3 0.3 — — | 0.2 0.1 1.0 1.0 48.4 52. 
Ио, bose A Oo oe ев 19.9 18.0 17.7 15,7 Qua 2.3 3.2 3.2 8.9 7.6 1.7 1.8 1.6 1.7 0.2 0.2 | 1d 0.7 4.3 32 51 6 3 
19. Paper, manufactures of wood and paper 7 | | р 
«excluding бииге) уровне 1.6 0.3 1.6 1.3 1.6 7 0.3 1.0 — 0.4 0.2 0.2 0 20.2 25.9 
20. All other commodities .......65 5.5 36.6 5.2 6.1 10.0 12.1 11.4 13.6 3.4 4.5 2.3 2.9 0.8 1.0 3.2 3.3 1.7 1.9 118.7 158.9 
TOTAL EXPORTS 209.6 220.0 185.0 193.6 | р | | 
> Pedi Merl. een СО 209. 220. PH ay 165.3 46.1 43.4 18.8 22.5 5.2 9.2 66.7 71.2 21.0 19.0 916.3 1122.0 
Sources and methods ; See Appendix В. Note, — Highly industrialized countries; Eastern Europe, western Europe, Japan, North America; seml-industrialized countries: Argentina, Brazil, Chile, Mexico, Union of South Africa, Oceania, 


unallocated exports. е Excluding ships’ stores. / Including ships’ stores. 8 Excluding bunkers. А Including bunkers. 
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"= 
‘ABLE XIV 
* . 
у main commodity groups and by area of destination 
950 prices, f.0.b. 
=, of which: of which: ace 
ieee Е ее о о. А D WESTERN EASTERN TOTAL HIGHLY SEML N 
AFRICA С APAN CHINA Ane COUNTRIES eae Е КОРЕ ВУВОРЕ || Wortp INDUSTRIALIZED | INDUSTRIALIZED INDUS a Group 
1956 1957 1956 1957 1956 1957 1956 1957 1956 1957 1956 1957 1956 1957 1956 1957 1956 1957 | 1956 1957 
| Е ae BP г. a ae = 3.3 8.7 11.8 | 355.0 354.4 | 1157 125.7 | 1234 1421 22 18.1 || 480.6 514.6 | 2327 275.9 37.0 40.1] 210.9 198.6 т 
| г | i = = 3.5 3.1 64.9 58.7 2.9 3.6.1) 262.4) 224.7 0.1 0.1 | 327.4 283.5 | 265.4 228.4 14.9 14.0 | 471 41.1 2; 
|| 28.5 30.3 5.6 4.5 3.5 6.6 2.8 1.5 16.6 177 || 337-5) 380.1 90.3 102.0] 1517 170.5] 34.8 33.8 || 524.0 584.4 | 264.4 289.4 34.1 2 
| 22.9 22.0 oy ae oe РЕ Sy a ioe ot ee pai pe he } . i i 5 у , 134. 150.4 | 125.5 144.6 3 
| 15 Ll 05 onl an We a КИ : } ; 77. 92.6 0.3 6.2 | 335.8 3850 | 121.8  142.3| 108.5 118.3 | 1055 124.4 
| о НЕ о р г. ae я — } .8 9.8 10.5 22 Qu) 142 77 0.1 0.7 24.1 18.9 16.2 10.9 2.6 3.1 5.3 4.9 4. 
| ее = С ее at K 3.3 10.0 4.5 6.2 97.6 96.1 40.5 39.7 | 96.6 103.1 8.8 11.0 || 203.0 210.2 | 158.9 168.2 33.3 31.6 10.8 10.4 5. 
| та a a и ie я = ry 4.3 5.3 99.7 87.8 21.9 15.2 | 16,8 15.8 0.1 0.1 || 116.6 1037 33.7 28.4 256 0232! 573 52.1 6. 
| 176 ise ae a5 6 ne = ne ae ae Fo 19.0 8.3 6.2 32.1 31.3 0.8 0.4 54.7 50.7 41.7 37.9 6.2 6.1 6.8 6,7 7, 
| oe ae = oy e ee ~ ТЕ Е 3. 219.8 34.5 39.6 | 85.3 68.7 0.2 0.2 || 308.6 288.7 | 1111 97.7 88.0 83.1 | 109.5 107.9 8. 
| 4 я os ae = - | i 14.0 | 143.6 140.6 224 248] 730 79.9 2.0 1.0 || 218.6 221.5 91.1 100.2 66.2 63.5 | 613 57.8 9. 
| H ¥ i ; E : т — 1.4 1.2 18.6 16.5 29 2.9 | 137 13.7 17 0.4 34.0 30.6 17.6 16.3 9.9 -8.2 6.5 6.1 | 10. 
= set i is as be o 0.8 27.5 30.2 | 411.8 420.6 78.6 84.4 | 196.6 189.8 9.7 12.7 || 618.1 623.1 | 263.9 265.1] 190.9 198.5 | 163.3 159.5 | Ш. 
| i : : } : A р 1.1 17.6 18.6 | 354.3 367.5 60.9 69.4] 106.5 103.1 6.4 74 || 467.2 4777 | 162.0 165.7] 164.5 168.3] 140.7 143.7] 12, 
6.4 5.4 2.0 17 0.1 0.3 1.0 0.2 3.3 3.2 62.3 79.8 10.5 14.0 | 46.6 50.5 0.1 0.1 || 109.0 130.4 53.4 — 59.3 36.5 49.1 19.1 22.0 | 13. 
17 2.4 0.7 1.0 0.6 0.7 = == 0.4 0.7 71.7 71.9 5.3 55 15 14.1 0.5 0.3 87.3 86.3 21.3 20.5 43.6  45.0| 224 208] 14. 
| 31.9 30.3 8.0 7.9 3.1 2.0 0.5 0.1 20.3 20.3 | 4447 5292 80.1 142.5 | 145.8 141.6 0.8 1.3 | 591.3 672.1 | 218.1 27219) 1881 2122] 1851 187,0 | 15, 
| 48.3 54.7 36.6 34.7 0.2 0.9 1.3 0.4 | 10.2 18.7 | 301.4 266.4 | 133.4 123.0] 120.8 104.5 4.1 7.9 || 426.3 3788 | 199.4 179.1 59.8 56.3 | 1671 143.4] 16, 
49.3 53.7 12.1 6.8 6.0 59 3.3 12 27.9 33.8 | 436.4 476.0 61.9 60.6 | 1943 209.2 5.6 7.4 || 636.3 692.6 | 249.9 263.8] 177.0 198.8] 209.4 2300] 17. 
| 42.0 40.1 6.8 5.3 8.9 11.0 0.7 1.2 25.6 22.6 | 593.3 576.7 | 161.5 145.5 | 203.2 213.8 1.9 6.7 || 798.4 797.2 | 3561 358.5] 233.0 2341] 2093 204.6 | 18, 
| 
| 10.8 11.0 Ta 0.7 18 3.0 0.5 0.9 7.4 6.4 | 1079 113.0 22.0 19.1 | 65,3 70.0 0.9 3.9 || 174.1 186.9 820 89.0 58.1 64.3 | 340 33.6 
| 6.1 5.6 DS 2.0 0.2 0.3 = = 4.4 33 | 1423 134.8 13.3 11.4 | 214 20.4 = 0.2 || 163.7 155.4 36% За 59.7 56.3 70.4 67.7 
9923.5 22.3 3.6 29 6.7 7.5 0.2 0.3 13.0 12.3 | 308.7 294.9 | 1119 101.2 | 100.4 106.7 1.0 2.5 || 410.1 404.1 | 210.3 207.8 | 1066 1049| 932 914 
2.2 2.5 0.7 0.6 = 0.1 0.1 0.1 1.4 1.7 65.4 64.6 8.6 6.4 | 16.0 17.1 0.1 0.2 81.5 81.9 240 23.0 36.4 36.0 | 21.1 22.9 | 19. 
41.3 36.5 11.1 7.6 3.3 3.9 1.2 1.9 25.7 23.1 | 547.5 575.6 | 192.1 181.6 | 2087 234.8 77 12,4 || 763.9 822.8 | 400.9 419.4] 133.7 153.0] 2293 250.4 | 20, 
3.8 4.4 0.7 0.6 0.6 0.7 0.7 1.2 1.8 19 36.4 37.8 4.9 5.9} 16.7 18.6 0.6 0.9 Sy SF 21.8 25.0 17.0) TTB 14:9 elas 
435.2 4388 | 1325 1030 | 501 619 | 254 283 | 2272 245.6 6 870.9 2007.8 2,014.5 | TOTAL 
EXPORTS 
; 81.9 60.4 68.3 47.4 1.4 1.2 2.4 = 9.8 11.8 | 370.66 3871е| 521 48.8 | 316.4 420.3 | 33.5 23.7 || 723.6/ 833.4f] 395.2 486.8 7.4 8.4 | 317.9е 335.9е| 1. 
28.3 16.4 25.5 10.4 2.8 6.0 60.1 73.4 0.2 0.5 | 95.7 216.9 | 31.7 19.7 | 187.5 310.0 | 127.6 237 = 34| 599 69.6 
5.8 5.9 54 4.9 = = = = 0.4 1.0 36.5е — 42.3е 6.2 4.6 | 40.1 49.4 0.2 0.3 77.6/ 92.9/| 46.4 54.1 0.4 0.6 | 30.0е 37.3е 
9.2 7.8 5.5 4.1 0.6 0.6 0.1 — 3.0 3.1 95.9е 88.2e| 35.1 32.4 | 103.1 94.7 0.8 2.6 || 200.6/ 186.1f| 132.9 124.4 3.2 3.2| 63.78 57.98 
44.2 31.9 41.2 29.9 3.0 2.0 | 104.88 91.58 0.2 0.1 | 160.4 140.0 = — || 278.54 242.14] 160.6 140.1 0.4 0.3 | 104.28 91.18} 2. 
45.0 50.1 17.3 15.7 1.6 3.5 2.6 3.0 23.5 27.9 | 1872 198.5 530 47.8] 2947 288.5] 20.4 26.0 || 502.3 513.0 | 350.1 343.5 37.8 404] 114.4 129.1 3 
0.1 0.1 == = 0.1 0.1 0.5 0.9 0.2 0.8 | 70.2 69.9 == = 70.7 70.8 70.5 70.7 0.1 = 0.1 0.1 
43.0 47.6 16.2 14.5 15 3.4 2.6 3.0 22.7 26.7 | 178.9 188.5 50.9 45.2 | 213.5 208.1 | 20.3 26.0 || 412.7 422.6 | 266.7 260.8 369 389] 109.1 122.9 
3.9 1.8 3.5 1.4 0.1 0.1 = = 0.3 0.3 18.7 23.0 0.6 1.4 | 10.0 10.4 0.4 17 29.1 35.1 10.7 13.4 0.2 2.8 18.2 18.9 4. 
7.4 5.9 2.4 1.1 0.4 0.8 4.2 2.6 0.4 1.4 20.5 15.7 9.1 7.9 | 159.6 170.2 5.4 8.4 | 185.5 194.3 | 173.4 185.6 6.5 3.3 5.6 5.4 5: 
5.0 4.4 27 19 0.1 0.2 = 1 2.2 2.2 28.5 30.4 5.4 56. |1 139 15.0 0.2 0.3 42.6 45.7 18.5 20.1 1.2 2.3 229 72318) 6. 
10.7 9.7 8.9 8.0 0.3 0.3 = = 1.5 1.4 33.6 35.7 6.2 6.3 | 137.0 114.8 1.5 2.3 || 1721 152.8 | 144.8 123.5 0.9 1.8 26.4 27.5 as 
15.6 17.2 9.1 8.5 = 0.2 = = 6.5 8.5 69.4 80.5 6.9 7.0 | 20.6 22.0 0.2 0.1 90.2 102.6 24.2 25.5 4.0 4.2 | 620 72.9 8. 
3.9 5.8 2.5 1.7 = == 0.1 0.2 1.3 3.9 18.1 25.8 1.4 1.5 8.4 9.2 0.5 0.5 27.0 35.5 9.4 10.7 3.1 6.3 14.5 18.5 9. 
0.4 0.4 0.3 0.3 0.1 0.1 2.3 2.7 — = 3.1 3.0 -- — 5.4 5.7 3.1 3.0 0.1 0.2 2.2 2.5 10. 
17.2 20.4 10.2 6.7 0.4 1.7 1.4 22 5.2 9.8 81.2 93.9 11.3 12) 71.3 68.2 4.8 3.4 || 157.3 165.5 80.6 77.9 13.0 М 65 69.9 | 11. 
14.4 12.1 9.9 6.6 0.1 0.1 = 0.1 4.4 5.3 53.0 56.8 4.8 4.2 | 24.1 27.3 1.0 4.2 78.1 88.3 27.3 33.3 3.6 4.0 | 472 51.0] 12. 
1.1 1.5 0.2 0.2 = = 0.8 1.0 0.1 0.3 8.3 10.2 0.1 = 2.4 1.4 = 0.1 10.7 11.7 2.4 1.5 5.0 4.0 3.3 6.2 | 13. 
1.1 0.6 0.9 0.5 0.2 0.1 12.8 15.9 0.3 0.7 9.1 9.8 0.4 0.1 22.3 25.8 9.5 9.9 4.3 6.3 8.5 9.6 | 14. 
23.0 20.7 15.0 11.5 0.8 0.4 1.5 1.2 5.7 7.6 | 113.7 160.9 9.3 32.7 | 61.7 66.3 19 31| 177.3. 2303 712 98.8 11.0 и 55 118.39) 15 
9.6 23.1 7.1 17.2 = 0.5 0.1 0.4 2.4 5.0 31.6 55.1 10.4 24.0 | 22.7 33.8 8.7 0.3 63.0 89.2 32.6 34.8 6.4 9.9 | 240 445] 16.. 
) 64.4 67.4 28.2 28.9 9.8 и 4.0 4.0 22.4 26.8 | 206.5 231.0 29.2 31.2 | 1464 156.6 7.9 11.2 || 360.5 3988 | 1861 197.7 27.4 31.3 | 1470 169.8) 17. 
61.5 59.7 37.5 33.0 0.1 = 0.6 0.4 23.3 26.3 | 267.4 283.7 40.6 34.5 | 183.4 187.4 3.1 6.8 || 453.9 477.9 | 221.6 223.8 21.1 14.8 | 2112 239.3 | 18. 
16.2 18.1 6.9 7.3 = = 0.5 0.3 8.8 10.5 45.3 37.8 9.8 5.7 | 103.1 103.3 1.8 4.5 || 150.2 145.6 | 1113 110.7 11.0 59| 279 29.0 
15.1 14.9 8.8 7.0 63 7.9 66.3 69.9 1.1 1.0 9.6 10.1 = 2 75.9 800 10.6 10.9 1.4 13| 63.9 ой) 
23.9 20.8 16.5 14.0 0.1 = 0.1 0.1 2 6.7 | 1075 111.0 21.4 195 | 553 58.2 УЕ DP) 1699 13 76.4 78.3 8.0 6.8 79.5 86.2 
11.4 11.5 7.1 7.4 = =a 0.2 0.1 4.1 4.0 36.4 42.1 2.1 2.4 | 22.8 21, 0.4 0.7 59.6 64.7 24.8 24.3 2.4 1.8 32.4 38.6 т 
70.6 68.6 52.3 49.9 0.4 0.9 1.1 1.2 16.8 16.6 | 247.4 294.7 42.2 48.2 | 115.4 — 137.5 2.2 5 365.0 437.5 | 154.6 185.2 11.5 13.3 | 198.9 239.0 I 
г и. | TOTAL 
{ 492.3 473.2 | 324.6 277.8 15.5 17.6 19.0 16.5 | 133.2 161.3 ]1912.0 2135.2 | 285.2 315.5 [1783.1 1903.6 | 92.5 98.2 |]3 804.0 4149.9 | 2100.7 2239.4 | 1673 186.3 ]1519.6 1711.3) 0 


Ча, Pakistan, China; 


non-industrialized countries: obtained by difference. 


а Ghana included in “ Other in Africa” 


Ь Excluding the sterling area. 


с Morocco and Tunisia included in “ Other overseas countries ”. 


4 Including 


Exports of selected European countries and the United Sta 


Millions of dollars 


of which: 


of which: 


Area of destination OVERSEAS 
and period Мовтн LATIN STERLING BRITISH UNION OF OTHER Orem 
AMERICA UNITED CANADA AMERICA AREA OVERSEAS SouTH IN 2 
Sees TERRITORIES AFRICA AFRICA LA 


Exporting country 


and commodity group 1957 


1956 


1956¢€ 1957 


1956 1957 


1956 1957 1956 1957 1956 1957 


1956 1957 1956 1957 1956 1957 


WESTERN GERMANY 


1. Food, drink and tobacco... . ++ ses > 
2. Mineral fuels and petroleum products 
3. Metallic ores and base metals, . . - . + + 
of which: Iron and steel... + + + + 
4. Oil-seeds, fats andoils.....++ +++ 
5. Textile fibres, natural . . . . - ee = oe 
6. Selected construction materials . ... +: + 
7. Other raw materials ©... 1. +++ 4+ 
8. Metal manufactures... 14 -.:- Pate od Fs 
9. Power-generating (except electric) Е. 
10. Agricultural machinery еее 
11. Metal-working, mining, construction and other 
industrial machinery. . .. - с anterior ¢ 57.4 61.9 
12. Electric machinery. 2. 51 6s se ee et 16.9 28.8 
У ЗИ Зо ccm te eg es aa eS 0.2 0.2 
14. Railway vehicles ......- +--+. et ee 0.4 0.3 
15. Road motor vehicles. . . -.- + +++ es 633. 20 
16. Other vehicles .... ~ ig Te cet ЕСС 8.5 5.5 
о: С аи, seis cee © о Оо ОАО Irian 48.9 55.6 
18. Textile manufactures and clothing. .... - 30.9 32.3 
of which ; 
Textile yarns (including synthetic fibres) 9.4 10.7 
ПОЛО с sles) = в вы тс 3.2 2.8 
ОИ в об оао 12.1 115 
19. Paper, manufactures of wood and paper 
(excluding furniture). . ....-.- ани 8.3 5.0 
20. All other commodities ее 108.7 113.0 
of which: Instruments and watches. . - + 40.9 44.6 
TOTAL, EXPORTSi2, > та, 469.6 542.9 
ITALY 
1. Food, drink and tobacco... - «++ ++ 38.0 35.5 | 32.7 29.9 58 56 60 73 | 149 215 64 119 1.4 1.3 20" = 452 3.2 19 1.9 1.4 65 - a 
of which: Cereals and preparations . . . . 09 | 14 en 09 = 0.5 01 Ol 63 88 2 Se 1.1 Ld 06 21 27 92 рэ Е 18 20 
Ако био о бя : 5.3 3.7 3.7 2.8 1.6 0.9 0.6 1.0 2.1 1.7 0.9 0.8 0.1 — 0.2 0.2 0.4 0.2 0.5 0.5 1.7 0.3 
ЗОН 5 че а 9) 8) Til 7.3 ye 2) 0.6 1.5 43 58 RS 157 0.2 0.2 0.6 0.7 10 — 0.8 07 Of 16 2 
2. Mineral fuels and petroleum products .... 5 — 15 9.5 9.4 52 55 0.2 => 3.6 37 0.5 02 = a 20.0 109 
3. Metallic ores and Базе пав... .... | 104 78 | 91 7.2] 13 0.6 | 133 187 | 15.4 15.6 | 3.2 3.6 0302 05 0.6 | 104 Ил оО оз ва 
of which: Iron ап steel... . - - + - + 6.5 5.1 5.2 45 13 0.6 Wie НЙ 126 143 29 3.4 0.1 0.1 0.5 0.6 87 101 0.4 0.1 0.3 0.3 
> Опа ЕАО 2% 5 4 вебе ое : 33 4.5 a 7h || м we 03 0.8 O50) БИ ео —- = - = Ol 1 оз 0.6 02 ome) 
5, Textile-fibres, natural 4 0. 5 2 2% + ee 6 2.4 2.1 2.4 21 д У} 0.1 0.2 0.1 0.3 sei eS т = Se! 02 Е 25 01 01 ms - | 
3 барса оонеЗачАЫ © оз асю 44 | 39 41| 02 03 Ло Tete ate | 05 1014. | oe 01 04 03 01 02| — 04 Ol | 
7. Other raw materials „еее 7.6 5.5 7.0 4.9 0.6 0.6 3.5 1.9 17 1.5 0.5 0.5 0.3 0.1 0.2 0.3 0.4 0.3 0.3 0.3 0.4 0.3 || 
а es ый | сю. 60| 19 6856 || ah 93 ls WS 10 12 05 © Yu cord Е: 13 93 и вм 
9. Power-generating (except electric) machinery 10 07 10 0.6 — 0.1 187 184 1.3 1.8 0.2 0.6 0.1 0.2 0.2 0.2 0.7 0.7 0.1 0.1 0.4 04 | 
10. Agricultural machinery .... = = 0.4 0.4 0.1 0.1 Es ры Е ad 01 01 oie! e er ie me on | 
11. Metal-working, mining, construction aad ас i 
industrial machinery. - . - s+ + + ss ToT И О 1434 р 2.9 | 306 3359 | 105 12.0 22 2.5 24 2.8 1.0 1.4 3.9 4.0 1.0 1.3 29 14 | 
12. Electric тасылегу еее. 1.1 1.6 1.0 14 | 0.1 0.2 9.1 9.3 2.9 2 03 104 0.6 0.5 0.5 0.7 1.1 2 04 0.3 0.7 OF 
13. Gractors. еее нае: a5 5454 = = м с ny = 1.0 22 0.2 0.3 a 01 0.1 01 ра м es = se a ae aa | 
14. Railway vehicles... ~~ . Hy ос — — 0.3 9.0 4.6 — — 0.2 — — 0.1 8.8 4.3 — 0.2 — — | 
15. Road motor vehicles... .. +... .. 101 172 100 М1 On Grell о Aan ll м eG |) = = L740 0.8 12 56° Мал 1.3 1.3 20 09| 
16. Other vehicles... еее. .. 88 61 88 61 = = 10.1 8.4 04 08 | 0 0.3 Oa) 0st 0.1 0.2 0.1 0.1 = 0.1 оз 2 
ПБ ее а ох ес 13.6 96] 129 84| 07 12 Aa Oy а | 29 95 0.8 1.2 09 07 82 69 11 0.6 11 05 
18. Textile manufactures and ОЕ ос е 52.6 53.1 46.1 44.2 65 8.9 16.2 14.7 74.3 57.1 236 19.0 14.0 128 ae ae ap me as ЕЯ vin ‘08 
of which : : .6 | 
Textile yarns (including synthetic fibres) 5.0 5.0 48 47 0.2 0.3 5.8 48 26.6 143 20 13 23 24 We iw, Hm = 5 го ae Е oa | 
о АО BS Oat ge Ro i 34 De St | ae) © и i) и ae 13 06 08 0 Ne ae Bo “Oy Pa) eS os 6 Onna 
CRU COLICS 2 оо о ие а a) tebe els zl 36.5 | 
19. Paper, manufactures of wood and paper ae +s, < о 2? 4 es a8 19.2 192 0 a aS = го ao 6.1 < i oe | 
(excluding furniture)... ее. 3.0 2.1 2.8 2.0 0.2 0.1 1.2 1.3 3.2 2.8 1.2 0.9 0.1 0.2 0.4 0.5 1.4 1.0 0.1 0.2 0.5 9.2 || 
20. All other commodities ...... Daca 34.0 32.9 313 303 2.7 2.6 9 10.6 10.8 12.9 3 3.8 15 2.1 1.2 15 2.2 3.4 21 21 3.5 2.3 


TOTAL EXPORTS . . . 


BELGIUM-LUXEMBOURG | 
| 
1. Food, drink and tobacco... . 2... .- Е | 
2. 3.1 3.2 2.9 3.0 0.2 0,2 0.8 0.8 9 5.9 = | 
2. Mineral fuels and petroleum products 0.1 i Е 67 ыы © : ; Оо 0.8 1.6 1.5 7 0.1 0.2 18.4 121 4) 
‘i : 7 2 2 — 0.2 0.2 0.2 — — 2.0 07 
3. Sea es et on ео ace 81.6 66.0 67.1 54.4 14.5 11.6 41.8 vale 61.6 53.2 17.4 15.3 6.3 Tar 1.6 24 31.2 26.7 $1 11 23.6 24.4 | 
ich: Ironandsteel ... +... ++. | 545 40.3 | 419 306 | 126 9.7 | 370 629 | 578 50.3 5 7 sae) eso an 
р к 59.5 3 . 2 37. 2 57.8 50.3 16.0 13.9 6.2 5 1.6 2.2 28.9 25.7 5 0 2. 2. } 
4. Oil-seeds, fats and oils .’. wane se) 5.1 1.0 21.5 22.5 
, once. ees то 0.1 0.2 0.1 0.2 = =e 0.7 0.6 2.7 1.9 0.4 0.3 0.3 0.1 0.3 0. 
cla рее + .3 1 0.9 13 0.8 0.1 1.3 
5. Textile fibres, EAE ea ea 6.0 5.2 5.7 49 0.3 0.3 11 17 1.6 0.9 na a 03 01 a is an aS ato Ae = A | 
6. Selected construction materials... ... . 23.2 17.2 18.2 14.5 5.0 27 51 5.6 9.1 82 3 = 3 : ; Pa | 
7. Other raw materials ; ae a! ay 03 0.2 ол 0.7 1.6 12 3.7 2.9 6.0 5.6 
eee : бое оне 3.3 3.1 3.1 2.7 0.2 0.4 0.3 0.2 0.6 0.6 0.1 0.2 = ae 0.1 Se 03 03 01 01 04 03 
. Metal manufactures... . Ral 16.9 19.3 14.8 18.8 2.1 Os aa ee ae Be sd a т i ых а Be us г 
9. Power-generating (except leetrie) tachinery 0.1 0.1 0.1 01 as cy 0.1 02 5 = ee = > ь с 3.1 2.5 0.6 0.5 11.6 119 
10. Agricultural machinery as $ = = vey fe a = 02 ae 0 1 Е = — = 0.2 0.2 = == 2.2 1,9 | 
11. Metal-working, mining, construction and other c wy = al 0.1 0.1 = = 0.1 0.1 | 
industrial machinery ....... - 
о 4.3 5.2 3.9 4.9 0.4 0.3 3.8 4.2 2.6 3:3 0.5 0,5 
: Е FR 3 2 oH 9:3 IS S 0.6 0.8 — 0.2 Е 2 
12. Electric machinery 13 1 11 15 02 64 ea he aa a es ne ea = л 3 1.6 0.2 0.2 10.3 10.2 
13. Tractors . 5 _ р 2 3 = * mt > = = 2.9 14 1.7 0.8 17.3 11.5 | 
14. Railway ана ний О ис 2 nay, = = 0.2 Ot | 
— — aya 2.9 14.3 15.5 0.2 1.7 3 | 
is. В а 3.6 33 0.3 0.9 2 = = 
re ee ree о. esa Soho by MOE 0.3 0.8 0.2 0.8 0.1 = 0.5 0.4 1.5 1.0 1 0.5 0.2 0.4 к he 5 i a | 
Pacis. EES) NO о CH = 07 Ot т 0.1 13 = = ro 2 
18. Textil г и О Se) 9.0 126} 22.5 21 об а а О а 87 176 2 ue 
5 хШе manufactures and clothing. . . . 54.0 51.2 439 422 10.1 90 5.0 46 rir ia on a < ‘ . 2.6 3.9 9.5 11,6 | 
19. Paper, manufactures of wood and paper = ae 1.4 8.2 6.9 0,2 0.3 5 1.8 6.7 3 19:9 18.3 
(excluding furniture) . = ь : 
f 1.0 0.9 1.0 0.9 — — 0.3 0.2 1.2 О 
20. А i >. 2 1. 0.6 0.2 0.1 0.1 == — 2 
|! other commodities 953 73.5 87.7 66.4 16 71 <a 7 0 Е ee Е 0. 0.3 0.3 0.4 2.8 3.3 
2 13.0 12.4 0.6 1.0 0.1 0.2 4.6 12. 
Г г ir т | 
TOTAL EXPORTS. . . Banat oe it. tube 302.7 261.8 261.0 227.7 41.7 34.1 95.1 128.7 181.8 161.4 55.1 47.6 


a d { erling ИЕ с В : 
Excluding the sterling area. 5 Including unallocated exports С Ghana included in “ British Overseas Territories ” instead of “ Other in Africa ” 


4 Morocco and Tunisia included in “ Affiliated overseas territories ” instead of “ Other 


XIV (continued) 


ee A-21 | 
ain commedity groups and by area of destination 


ices, f.0.b. 


of which: 


of which; 


ToTAL of which: 


WESTERN EASTERN т. 
OVERSEAS OTAL 
i Dotiar Europe E HIGHLY SeMi- Non: 
COUNTRIES КВА УЕ ОЕЕ \Мовьр INDUSTRIALIZED | INDUSTRIALIZED | INDUSTRIALIZED 
COUNTRIES COUNTRIES Countries В. 
19564 1957 1956 1956 1956 1957 1956 


1957 1956 1957 


1956 1957 1956 1957 


1956 1957 1956 1957 1956 1957 1956 1957 1956 1957 


43.8е 56,8¢ 


187.6f 198.0/| 159.7 163.4 3.8 зу 20.8е — 27.0е 
5.18 638 0.7 0.2 || 390.44 375,34] 356.1 342.0 0,8 1.0 ЕЯ За 
Г и Е 187.9 2477 54.4 59.8 || 583.5 708.0 452.9 5321] 47.0 66.5 83.6 109.4 
346.2 57.3 147.7 202,5 377 53.5 || 420.9 569.5 309.2 412.5| 38.7 57.9 730 — 99.1 
| 120 4.3 == — 1.5 1.5 5.1 7.0 0.6 2.4 25.3 32.6 20.6) 2654 — 0.1 4.7 6.0 
0,5 0.4 — — 0.1 — 3.0 2.4 2 2.2 37.0 45.6 Вос. 5 0.1 = 0.2 0.1 
| Bro 8.3 — — 6.0 6.9 36.1 44.5 Safe 67:6 0.4 0.6 94.2 112.7 703 — 785 ЗЕ fe 20.2 22.5 
09 2 — 0.3 0.5 0.6 9.6 9.2 67.5 67.3 1.1 1.3 78.2 77.8 96 740 1.0 eS 21 2.3 
229 26.8 0,1 0.2 19.0 20,9 125,4 134.5 140,1 145.6 27 3.7 || 268.2 283.8 174.4 183.7] 23.1 29.2 707 70.9 
№36 11.8 0.1 0.1 9.0 8.1 39.7 42.1 689 827 1.6 24 || 1102 1272 726 88.2] 1515 183 22.4) 207 i 
0.5 0.6 0.1 — 0.3 0.4 4.7 4.8 ВР 0.4 0.1 34.3 37.6 302 33.5 2.4 2.4 1.7 1.7 10. 
70.3 87.0 у 355.2 565.9 645.2] 12.0 27.8 || 859.4 10282 645.2 758.4] 96.4 149.8 | 117.8 120.0 11. 
40.8 49.5 1.0 k 317 373 153.9 195.7 420 $8.1 285.1 329.8 5.9 3.9 || 444.9 535.4 308.9 370.6) 50.5 70.3 85.5 94.5 12. 
2.2 2.4 14 0.6 1.8 22’ 15% 1.0 1.2 38.2 33.5 0,3 0.4 61.4 49.4 8880342 201 11.3 2.5 3.9 13: 
| ae 6.0 0.1 — — = 3.5 3.0 242 221 2.4 3.4 17.0 — 193 0.3 0.8 41.5 42.2 17.8 204] 127 03 бет 15 14. 
’ 249 27.8 1.0 12 1.0 0.4 16.5 19.1 191.6 268.8 78.5 129.2 276.1 279.6 0.9 1.8 || 468.6 550.2 341.3 394.6] 61.0 81.4 66.3 74.2 15. 
17.6 54.8 — — — 0.1 11.2 18,3 53.5 88.0 28.2 51.8 104.4 107.4] 23.1 4.8 || 1810 200.2 136.0 1177 9:7 13.4 35.3 69.1 16. 
| 100.6 127.1 27.4 — 27.9 27.5 № 305 36.0 46.1 320.0 394.7 | 100.1 123.4 509.3 586.3] 270 369 || 856.3 1017.9 612.6 706.7} 123.7 148.8 | 120.0 162.4 17. 
20.4 25.4 0.3 0.3 0.7 15 17.3 16.7 125.7 132.9 383 398 2443 256.5 6.3 10.1 || 376.9 399.5 282.4 299.2] 36.5 37,1 58.0 63.2 18. 
0.2 0.1 0.7 1.4 5.9 5,7 39.6 39.4 Тане 132 60.0 62.5 54 8.7 || 105.0 110.6 750 820| 200 102 13.4 124 
cr 18 18.4 21.3 3.6 3.5 460 43.6 0.2 0.3 64.6 65.2 49.4 46.7 6.7 6.8 85 ШУ 
0.1 0.2 = 0.1 9.4 7.7 By 38 9 148 92.8 97.0 0.5 0.9 || 148.0 — 153.6 105.5 1097| 6 120 30.9 31.9 
17.6 Tie 7.5 42.6 45.2 0.9 1.6 65.7 64.4 Se) 52 6.8 5.6 6.8 6.7 19. } 
5.3 3.9 2.5 3.3 2590) 208 280.9е 299.2е| 145.1 150.9 428.0 475.5 57 101 || 718.07 788.7/] 5477 602.5] 55.2 63.5 | але 118.8e | 20. 
3:7 2.3 1.7 25 6.5 6.9 99.4 108.2 ЭПО 555 95.5 103.9 2.2 2.6 || 197.1 214.7 1423 1534 | 23073 314 34.0 


TOTAL 
EXPORTS 


3733.3 4110,9 5 882.6 6674.7 4.923,8 


> 
! 6 3.2 2.0 = = 2.4 2.1 17.2 12.5 610 41.2 9.1 83 396 428) 288 27.5|| 129.4 1115 734 753 27 О 28.2 si 
| 22-8 о 09 Ll 0.1 1,7 0.9 11.2 11.0 3.5 4.3 133 145 0.1 И 124511255 16.2 17.9 И р a 
Ee 4 = Е 2 53.6 17 3.9 || 257.4 263.6 | 182.8 1944 | 19.5 5. 55. 54.2 
/ ; = = 9.6 10.8 | 110.6 106.1 42.2 2.8 | 145.1 153. - 3.9 || 25 
и 14.1 17.5 4.3 6.3 0.2 0.4 р 
5.4 , 
2 7 8.0 8.7 0.8 0.8 || 20.5 18.8 11.8 11.6 1.9 1,8 6.8 
— = 0.2 = 2.1 1.6 11.7 9.3 3,5 2 т 
| 38 2.9 1.5 3 be ae 6 ae 55 52 67,3 68.5 414 41.4 93.1 95.3 1.3 0.9 || 1617 1647 | 1289 1297 7.5 9:4 11 25.3 2516 0. 
| 9.0 9.2 2.8 3.2 р ; 2 5 


TOTAL 
EXPORTS 


359.8 368.1 


165.4 172.7 45.1 73.8 


| т 
> 
2.8 3.6 32.7 32.2 4.0 3.6 99.3 89.8 0.4 0.4 132 ый 122.4 102.8 93.4 a x ae = йе : 
Е и т 3h 5 12 1 2 | 58 2. 
к = a a 0.1 = 2.78 1.78 = = 144.5 129.1 —= = 169.12 И aoe ee = и. _ 
ES se ye a 4 22,7 27.8 240,6 254.3 110.6 99.6 456.4 4211 21,1 13.8 || 718.1 689,2 563.8 509. 50. 4 3 5 
(>. о ae ie г. 48 fe Bi 55 198.9 210.0 82.1 69.0 295.7 275.7| 17.0 10.4 || 5/16 496.1 370.2 332.4 44.8 57.6 96.6 106.1 : 
13 ) ; 0.3 21.3 25.0 9% 2 82 295 2 : : 
be a a ae ae en = - 0.3 0.4 6.2 5.0 0.8 0.8 24.1 18.6 2.2 2.4 32.5 200 26.4 21.2 1.1 a 2 Ae : é 
we od ue s 4 0.5 15.7 16.5 6,7 5.9 122.3 120,3 14.8 12.1 152.8 148.9 147.0 141.0 4.3 3.8 1. 7 
EA a a a a ‘ss eS ь 4 483 40.1 261 22.1 8 468 — 0.1 96.1 87.0 71.2 644 56 48| oa) seizes : 
= a Я Е. 4 =. 4 ).5 0.4 1.1 1.0 . 
|. к a a тя а. 0.1 0.2 Sil 47 3.6 3.1 41.1 39.3 0.8 1.0 47.0 45.0 ie e es a ` 
ie ый Mp tp ae oo = 6 6.4 55.3 55.5 23.0 24.4 27.1 33.1 1.5 1.5 83.9 90.1 45.7 54.( 8 30.2 = : 
oe a ss = a a 2 3 1,1 15.2 24.4 12.5 22.0 0.3 0.2 2.4 22) 
ES ae eo - 0.2 0.1 2.8 2.5 0.1 0.1 9.3 20,8 1 : 5.2 2.5 he ered iM 
$02 03 a 0.2 ).2 ee Fie а ee 2 5.1 4.8 47) 33| 0 old 0.2 
‘ — 0 _ — iu 
2 5 2 it 
| 3 9 
: 9 1.3 22.5 25.6 7.1 8.1 52.9 52.2 1.5 1.1 76.9 78.9 58.7 59.0 4.0 5.0 14.2 ee i 
22 25 5 я _ oe > 12 
в 15 2.7 0.3 0.6 cz Be us ve oe 22 353 284 4.8 5.2 54.0 539 i 2.0 || 904 84.3 $66 576] 82 82 | 256 184 Е 
Be 22 ue г . 2 se os - = ne “Ou 0.1 0.1 — —- 0.3 0.2 0.1 0.1 = — 0.2 0.1 ы 
- г я Ai * ¥- Е о 3.9 3 0 2 3.3 2.9 16,7 
* 0.3 0.8 25.3 30,1 BEL 2.6 8.4 10,3 0.2 0.1 33.9 40.5 eo р 12.4 а Г. a Ag 
|| 06 Ly 3 De = и Е о un 0.2 5.2 4.6 0.5 1.0 49.2 36.0 0.3 0.4 54.7 41.0 49.8 37 р 0.6 a i ig 
BS iy ve He = =a fe = о 16.3 6.3 | 10.1 3.3 15.0 15.1 5.4 5.1 36,7 26.5 aH oe we = es ma ei 
a 7 7 2 2 45.9 72 2 34.2 | 2, 
| 9.5 3,2 9.5 3.1 AG 68 85.6 99,7 16,5 20.9 118.6 143.3 6.2 6 210.4 2497 145 1 : as и ay a ie 
032.6 EE st Se fe Ey =o ds й 53 110.1 99.9 | 57.9 54.3 | 300.6 312.5 3.9 5.6 || 414.6 418.0 358.5 369.3 2( 6, 35 32.3 
— 1.1 0.2 7.4 | мо | 5 | 
9.4 8.1 0.9 2.6 — | a 
| 2 a ihe: 24.7 29.1 1.0 0.7 31.8 36.0 26.7 30.7 0.6 0.8 4.5 4.5 as 
oF oe a 8 ror 4 244.5 2 $ 39.0 37.2 20. 
| 5.8 2.9 2.7 || 292 272.7 244.5 226.1 9.1 9.4 
4 5 | 143.9 121.6. т 5979 78 | 145.8 149.0 2.9 Dud 292.6 
a Е = = ie —-- —4+— ie т ; в Тот! 
в 8349 | 3741 3350 |17459 1724.7] 664 56,8 |2 694.5 2636.8 | 2134.1 20657 | 155.2 170.5 | 3833 380.2 | exports 
63.3 860.3 834 374 335 5 2 


” e а h tores пс tores & Exc ng bunker: А Including bunkers. 
| rseas countries ”. Excluding ships’ sto I ding ships’ stores. Excluding nkers. k 
gs ui g 


Exporting country 
and commodity group 


NETHERLANDS 

1. Food, drink and tobacco. .....- 5 

of which: Live animals and meat .... - 

Dairy products ...+.++++ 
Fruit and vegetables... .. > 

2. Mineral fuels and petroleum products ... . 
3. Metallic ores and base metals... .. + - > 
4. Oil-seeds, fats and oils... . . ее A 
5. Textile fibres, natural... . ss. +--+ +++ 
6. Selected construction materials ...-.. + 
7. Other raw materials... ..- +5 s+ о 
8. Metal manufactures# .. 2... 7. + +s 
9. Power-generating (except electric) machinery 
10. Agricultural machinery ....- +--+ 
11, Metal-working, mining, construction and other 

industrial machinery ........-- 
12. Electric machinery ..... 5 с 2 
УЗ REACtORS! 5) 2) eis) tl ces по сою to. 
14. Railway vehicles .. 2... + es ee ee 
15. Road motor vehicles .......-+:+-. 2 
16. Ошег vehicles) еее 
172 Овепцеа 8” не ОИ с 
18. Textile manufactures and clothingg*#. .. . . 
19. Paper, manufactures of wood and paper 

(excluding furniture) .......-+- 5 
20. All other commodities®........-. 


€ weil 


A-22 


АрРРЕМП 


Exports of selected European countries and the United S 
Millions of dollar. | 


- Area of destination of which: 


and period 


LATIN 


NorTH 
AMERICA 


AMERICA 


UNITED 
Carers CANADA 


TERRITORIES @ 
1956 1957 1956 1957 1956 1957 1956 1957 1956¢ 1957 1956 1957 1956 1957 1956 1957 1956 1957 19564 19577 


MROTAL EXPORTS «4 6 + 2 5 0 ew = 
DENMARK 
1. Food, drink and tobacco. ....%. 
of which: Live animals and meat ...-. 
Dalry Products, еее 
Cereals and cereal preparations 
2. Mineral fuels and petroleum products 
3. Metallic ores and base metals . . 
4. Oil-seeds, fats and oils . . 
Sm wextie bres, natural 50. ии а 
6. Selected construction materials 
7. Other raw materials. 2... 3 
8. Metal manufactures... ... a8 
9. Power-generating (except electiic) АНЯ 
10. Agricultural machinery 
11. Metal-working, mining, construction ‘and father 
industrial machinery 
12. Electric machinery ...... 
ЕВ оо о ree) os) a) 
14. Railway vehicles ........ 
15. Road motor vehicles .... . 
16. Other-yehicles ........ 
ni И 5 пор ow a Oo 0 с 
18. Textile manufactures and clothing . 
19, Paper, manufactures of wood and paper 
(excluding furniture) 
20. All other commodities ...... 
TOTAL EXPORTS . 
NORWAY 
1. Food, drink and tobacco. ... . Я 114 10.8 10.4 9.7 1.0 3.5 
2. Mineral fuels and petroleum products т a ee cae = an a na oe a2 on 92 aS fo 21 a 
3. Metallic ores and base metals. . . . . 2... 20.8 16.4 20.0 16.1 0.8 | Е 2 Е 
of which; Ores and scrap 0.5 0.1 0.5 0.1 ve, i us Zo ze ot ue о AV — io] 1.4 3.0 1.3 1.3 0.1 0.1 
Tron and steel . 3.5 2:3 2.8 2.0 0.7 0.3 0.4 1.2 1.5 2 0 = 7 
4. Oil-seeds, fats and oils . . 1.3 1.2 1.2 1.2 0.1 = 0.5 0.4 0.6 ae a Г а ue = ee ue pe we 10 “4 2 
5. Textile fibres, natural Ot 0.1 al 0.1 0.5 = 
6, Selected construction materials 0.2 0.3 0.1 0.3 0.1 — = 0.1 0.1 0.1 — 0.1 РЕ a 
7. Other raw materials . . 2.9 2.8 29 2.8 = = 1.4 1.3 1.3 1.5 0.1 = 0.1 0.3 = 01 0.1 — = 0.1 
8. Metal тапибасштез (о... . 1.2 0.7 1.1 0.6 0.1 0.1 0.4 0.2 0.3 0.4 = 0.1 0.1 т = а Г НЕ ae м = Г 
9-13. Machinery. . . 0.5 0.4 0.4 0.3 0.1 0.1 0.7 1.6 1.0 1.4 0.2 0.1 ot 02 ук Е ve os oF ее a 
14. Railway vehicles i | = = = Оо 02 0.1 02 0.6 
15. Road motor vehicles , - te eg == к 
бер У ео а аа 1.1 0.1 рт 0.1 — — 5.3 10.0 3.8 0.9 25 0.4 — — 3 = Mt Е 
17. Chemicals 3.3 2.5 3.3 2.5 — — 17 1.1 1.3 1.6 0.2 0.1 0.1 0.3 0.1 ot Е 0.5 = — 0.1 = 
18. Textile manufactures atl dlothing с 1.0 0.5 0.9 0.4 0.1 0.1 0.6 0.8 0.8 0.8 0.1 0.1 0.2 Ag о . 4 0.5 0.5 0.6 —- 0.1 
19. Paper, manufactures of wood and paper ‘ г > 5 о 0.2 0.3 +a а 
(excluding furniture) . у Atos Rebels 2.0 0.4 0 0.4 — = 
20. All other commodities ......... al 26% 25 4 | 02 “os A 2) 10 07 
0.2 0.2 
TOTAL EXPORTS . 48.3 38.6 45.8 36.6 2.5 2.0 


: с Ghana included in “ 
! Excluding ships’ stores. 


Ь Including unallocated exports. 
countries. For further details see “ Sources and methods”. 


A Н ; va pee, 
Excluding the sterling area. British overseas territories ” 


J Including ships’ stores. 


instead of “ Other in Africa” 4 Morocco and Tunisia included in “ Affiliated Overesas territories” instead of “ Other 


: = 
\BLE XIV (continued ) 


‘main commodity groups and by area of destination 
50 prices, f.0.b. 


of which: 


of which: 


A TOTAL а Е of which: 
commas | gM | aren So ae A т ce ee We ee 
ASIA AREA INDUSTRIALIZED | INDUSTRIALIZED | INDUSTRIALIZED | Group 
48.1 54.6 216.6 220.6 
1.6 1.5 355394 154.3 156.5 1. 
29.1 31.0 91.0 83.9 10.0 9.6 
1) 1.9 117 121 85.6 79.8 
66 57 Patt ae 70 7.6 
5.9 6.7 33.6 40.4 24.0е 25,7€ 2, 
4.3 4.1 12.2 9.6 12.4 12.3 35 
0.7 10 77 89 10.1 7.5. 4, 
17 0.8 5.2 3.6 0.7 0.9 5. 
0.5 0.9 14.2 14.9 3.2 2.2 6. 
4.7 4.2 22.9 23.6 1.7 2.0 яр 
2.6 2.6 14.8 15.7 8. 
4 = та 8.6 5.1 5.2 9. 
р 0.3 0.1 0.1 10. 
9.0 8.1 3 
mA 12.7 Pe 18.4 и. 
— = 0.1 33.7 12. 
2.9 0.4 РИ 0.1 13. 
12 1.5 42 0.4 14. 
15.9 130 3.0 | 15 
55. 322 a 
19.7 14.2 236.9 a 
a 2.6 43.2 19, 
В%3 _ 17.5 203.0/ 21817 20. 
В 1525 2604.7 2714.0 | 1998.0 450.8 | Тотль 
EXPORTS 
aad 97 0.7 2.8 0.3 0.2 — — 4.7 6.7 79.9 96.5 45.2 58.0 501.8 521.8 12.6 17.3 594.3 635.6 552.2 584.7 1 
1.0 Ld 0.2 0.3 0.1 — - 0.7 0.8 24.6 34.4 19.3 27.9 | 257.7 270.6 2.2 6.5 284.5 311.5 276.6 300.8 г 
3.5 7.2 0.3 2.1 0.1 0.1 — — 3.1 5.0 39.0 43.4 18.6 21.8 | 160.7 162.9 4.7 5.8 204.4 212.1 180.0 — 183.3 
0.5 0.6 0.1 0.2 — — — — 0.4 0.4 3.4 4.2 0.4 0.8 26.8 16.2 1.1 0.3 31.3 20.7 28.0 16.8 
— = — — — — — — — —- 0.1 — — — 1.6 1.5 — — 1.7 15 1.6 1.5 2. 
0.3 0.5 0.1 0.4 — —- — — 0.2 0.1 9.6 10.3 8.7 8.6 9.5 7.5 0.8 — 19.9 17.8 18.8 15.7 3 
0.9 1.3 0.1 0.4 _ — — — 0.8 0.9 5.0 4.2 12 1,4 10.4 14.2 0.3 0.2 15.7 18.6 11.5 15.6 4. 
os — = — 0.9 0.3 0.2 0.2 1.8 2.0 0.4 0.6 Sul 2.9 2.4 2.8 5. 
0.7 1.0 — 0.1 — — — — 0.7 0.9 4.2 3.6 15 1.5 5.0 5.6 — — 9.2 9.2 6.2 6.2 a 
| 0.7 1.0 = 0.1 0.7 0.2 — — — 0.7 12.3 16.7 10.7 14.3 36.1 44.6 1.4 ahi 49.8 64.4 48.8 62.1 7. 
0.6 0.8 0.1 0.1 = — — — 0.5 0.7 3.1 4.3 1.2 2.2 6.6 7.5 — 0.1 97 11,9 7.6 8.6 8. 
| 0.6 1.1 = 0.2 — 0.1 — — 0.6 0.8 3.5 3.4 0.4 0.8 16.0 17.0 1.1 1.6 20.6 22.0 17.3 19.0 9. 
| 0.2 0.3 — 0.1 0.1 — — — 0.1 0.2 0.7 0.9 0.1 0.1 5.5 5.3 0.1 0.1 6.3 6.3 5.7 5.4 10. 
6.7 5.1 1.4 1.2 1.1 1.0 0.4 0.2 3.8 Dy, 22.2 19.2 47 2 36.9 38.5 1.1 2.6 60.2 60.3 42.0 45.2 и. 
1.4 1.2 0.3 0.3 0.1 0.1 0.1 — 0.9 0.8 7.4 6.9 1.2 20.3 17.8 0.9 1.1 28.6 25.8 22.1 19.8 12. 
0.1 0.2 — — 0.1 0.2 0.1 0.2 13. 
ф = = = = = = = 11 0.9 — = 1 0.9 1.1 0.9 14. 
Е Е == = 0.2 0.4 0.2 0.3 4.0 5.5 = — 4.2 5.9 4.2 5.8 15. 
| 0.8 0.6 0.8 0.5 0.1 3.0 7.2 2.8 4.8 21.6 16.9 4.2 1.0 28.8 25.1 26.4 18.8 16. 
4.8 4.3 0.9 1.5 0.3 0.2 2.6 0.4 1.0 2.2 14.9 17.0 2. 4.9 18.9 20.2 0.8 1.3 34.6 38.5 2206253 17, 
| 0.3 0.2 — = = — — — 0.3 0.2 6.8 7.9 4.4 5.3 20.9 25.4 — 0.4 27.7 33.7 25.1 30.7 18. 
| 01 0.2 = 0.1 0.2 1.3 1.4 0.7 0.9 3.8 4.2 0.1 0.2 5.2 5.8 4.5 5.2 19. 
0.4 0.6 0.1 0.2 — 0.1 — — | 0,3 0.3 9.5 12.5 ike 10.0 16.4 22.4 0.4 0.7 26.3 35.6 23:6 32.5 20. 
i 
} 24.2 . 27.9 4.5 7.9 2.6 1.9 3.1 0.6 14.0 17.5 184.6 212.7 93.1 120.8 | 738.3 779.0 24.2 30.3 947.1 1022.0 843.2 906.0 TOTAL 
EXPORTS 
. 
H 
| 1.0 17 0.4 0.5 = = === — 0.6 1.2 42.9 42.1 14.3 13.0 77.7 69.9 13.7 12.2 134.3 124.2 102.8 92.9 13.7 12.5 17.8 18.8 i: 
eS = 2.0 2.8 — — 2.0 2.8 2.0 2.8 — — — — 2. 
0.5 1.8 = = 0.4 1.6 — — 0.1 0.2 25.2 25.5 20.0 16.7 899 8959 3.5 2.4 113.6 117,8 114.6 110.3 3.6 6.6 0.4 0.9 3 
= 0.1 ко Е = 0.1 0.5 0 0.5 0.1 14.1 11.4 ibe) 1.2 15.8 12.8 15.8 12.8 
| 04 0.8 = = 0.3 0.7 = = 0.1 0.1 5.9 7.0 3,7 25 28.8 31.2 1.6 1.2 36.3 39.4 34.2 35.4 1.7 3.4 0.4 0.6 
> 03 0.3 0.2 0.2 ae = = г 0.1 0.1 3.2 2.4 1.7 1,5 17.4 37.4 18.0 14.3 386 54.1 36.7 52.9 0.5 0.5 1.4 0.7 4. 
= = = 1:6 1.6 0.1 = ie 1.6 1.7 1.6 Se 
{ZB os = = 0.3 0.6 0.2 : 0.6 0.6 — — 0.9 1.2 0.8 0.9 0.1 — = 0.3 6. 
ou 06 0.5 0.1 0.1 5.8 6.3 2.9 2.8 67.2 66.4 1.5 1.4 74.5 74.1 71.6 70.6 2.6 3.3 0.3 0.2 7. 
0.2 0.1 0.1 0.1 0.1 2 1.4 1.2 0.7 4.7 3.9 = = 6.8 5.3 5.9 4.6 0.6 3 0.3 0.4 8. 
0.2 0.3 = 0.1 0.1 0.1 — — 0.1 0.1 2.6 4,3 0.7 1.5 8.4 8.6 — — 11.0 12.9 9.0 9.1 1.3 2.0 0.7 1.8 | 9-13, 
: => a ыы == = = = == 0.1 0.2 = — 0.1 0.2 0.1 0.2 14. 
= = == = = = Е 0.1 0.1 = = 0.1 0.1 0.1 0.1 15. 
Е = = = 0.3 19.6 14.7 4.1 12.2 22.9 20.3 0.5 = 43.0 35.0 24.5 21.0 1.9 0.9 16.6 13.1 16. 
— a e a 2 в 0,1 — 0.2 0.4 82 9.0 3.4 2.6 43.4 45.3 0.6 1.0 52.2 55.3 47,3 48.8 2. 2.3 2.3 4.2 17. 
02 0.4 01 +i 0.1 0.4 20 2.5 1.4 ial 4.3 4.8 2.4 1.9 9.3 9.2 7.7 7.2 0.7 0.6 0.9 1.4 18. 
4 26.4 26.8 4,0 2.8 28.0 30.2 = 0 54.4 57.1 30.0 30.7 13.5 12.4 10.9 14.0 19 
| a ыы a a cs < = = 0.3 6 40 4.1 NT 7 6.2 6.1 0.1 0.2 10.3 10.4 8.9 8.8 0.7 0.5 0.7 1 20. 
s = =] - И TOTAL 
hio4 19.0 13.1 8.0 0.5 23 1,5 11 4.3 7.6 142.9 139.7 | 66.6 58.1 374.5 388.1 40.4 33.5 557.8 561.3 463.1 462.5 41.8 41.9 52.3 569 | exports 
| о a eee = S|) SE EEE EE 
| For further details see “Sources and methods ”. A Data not fully comparable with those for other 


| зеаз countries ”. 


е Excluding bunkers, 


SIneluding bunkers. 


& Data for 1957 not fully comparable with those for 1956. 


Exporting country 
and commodity group 


Area of destination 
and period * 


ЛМовтн 
AMERICA 


1956 1957 


1956 1957 1956 1957 


of which: 


1956 1957 1956 1957 |1955е 1957 | 


LATIN 
AMERICA 


OVERSEAS 
STERLING 
AREA 


APP т 


ai 


Exports of selected European countries and the United Sta 


1956¢ 


1957 


UNION OF 
SouTH 
AFRICA 


of which: 


ЕК 


Millions of dollars: 


1956 1957 1956¢ 1957 1956 1957 1956 1957 19564 1957 р 


SWEDEN 
= — — 0.1 OFF, 0.7 
1. Food, drink'and tobacco. ....... ‘ = ad a a ыы = 
2. Mineral fuels and petroleum products . . 47 21 0.8 0.6 0.1 0.2 
3. Metallic ores and base metals... .... | pe = га = =~ =a 
of which: Oresandscrap ..... 5 42 17 0.8 0.6 0.1 0.1 
Ттоп апа steel . ..,.,., re = pine aed 1.6 0.4 
4. Oil-seeds, fats‘and oils) 7. 2. ee ee = a — = = — 
5. Textile fibres, natural... 2... 1 eee: = 0.1 => = 0.6 0.7 
6. Selected construction materials ...... + Al 3.6 59 50 3.0 199 
7. Other raw materials (осень 13 14 11 0.5 2.3 1.7 
of which: Timber... ...+- - 28 22 48 44 0.7 0.2 
PE Te Sie ен, : 3.7 4.7 1.5 1.4 1.0 1} 
8. Metal manufactures. ...... ere 0.8 12 0.4 0.6 0.4 0.3 
9. Power-generating (except electric) НЕЕ 0.1 = 0.5 0.4 = 0.1 
10. Agricultural machinery ........- Goer: i Е . 
11. Metal-working, mining, construction and other 41 35 3.9 41 1.8 1.5 
industrial machinery. . .... . Е An т 34 07 04 
12. Electric machinery eh 3 Е 
А СО Я © Е 
7 р 0.1 — = = = = 
14. Railway vehicles ...... 
15. Road motor vehicles . . we me! в oe ae ee 
16. Other vehicles =» р == яр Е = 
17. Chemicals as “er [08 07 ae 
18. Textile manufactures ead О . a2 = oS р o2 re 
19. Paper, manufactures of wood and paper 
(excluding furniture) . . . 6.6 5.6 6.1 5.0 3.2 1.7 
20; Allvother commodities 19... 2s 6 1 0.5 0.4 0.6 0.6 2.6 2.3 
PTOTAUREXBORTSHan gt eh rh och 5 25.7 | 219 225 19.0 12.2 | 
NINE SELECTED EUROPEAN | 
COUNTRIES COMBINED ¢ 
1. Food, drink and tobacco . 306.8 323.8 268.1 279.5 38.7 44.3 81.1 92.9 357.6 349.3 235.4 216.6 12.4 13.5 27.5 40.8 53.9 49.5 28.4 28.9 293.8 313.6 | 
2. Mineral fuels and petroleum ое 7.2 5.6 5.2 3.6 2.0 2.0 5.2 4.0 60.0 59.0 30.9 30.5 4.3 4.0 7.1 89 13.5 11.5 4.2 4.1 107.6 922 | 
3. Metallic ores and base metals. . . 310.8 285.2 241.2 223.3 69.6 61.9 179.7 270.8 372.1 388.6 96.7 106.3 31.4 40.8 16.9 17.9 151.7 149.7 75.4 73.9 74.1 87.0 
4. Oil-seeds, fats and oils . 9.2 13.0 7.9 11.0 Е 2.0 5.1 6.7 14.5 13.5 7.1 4.8 1.1 1.4 1.0 0.6 2.3 3.8 3.0 2.9 24.2 21.6 
5. Textile fibres, natural 63.5 60.1 48.2 43.8 15.3 16.3 7.6 т 25.2 25.5 2.4 2.0 2.4 2.2 0.2 0.4 18.0 18.8 2.2 2.1 oe 1.9 | 
6. Selected construction materials 64.0 50.3 43.1 36.4 20.9 13.9 24.6 25.5 90.6 90.2 41.4 38.9 7.2 6.5 8.0 8.1 15.1 21.1 18.4 15.6 28.2 29| 
7. Other raw materials . . 79.5 72.3 72.7 65.4 6.8 6.9 27.6 25.3 31.3 29.3 6.4 6.2 5.0 3.8 0.9 1.1 7.9 7. £1. te | 20.0 21-1 | 
8. Metal manufactures , в 98.2 108.1 71.1 80.5 27.1 27.6 81.6 88.7 228.3 225.0 68.0 67.8 31.6 27.1 1352 16.6 71.4 74.5 43.6 39.0 68.4 76-1 | 
9. Power-generating (except electric) Serine 20.9 24.8 9 so 11.8 12.9 50.9 51.9 110.8 113.6 21.6 23.3 16.9 15.1 рев 2 40.8 45.7 26.1 24.2 18.9 19.7 
10. Agricultural machinery PD . 3.2 2.9 1.7 1.6 Nas) 13 4.2 5.5 15.9 13.6 т 2.4 3.0 PBS, 0.9 1.0 1.2 14 8.1 5.9 3.1 3.3 
11. Metal-working, mining, construction rye ther | 
industrial machinery 156.2 167.4 106.9 117.5 49.3 49.9 184.7 208.6 394.9 431.0 78.1 81.1 54.3 59.5 21.6 20.1 155.0 176.2 85.9 94.1 76.8 83.2 | 
12. Electric machinery 79.4 99.6 47.2 64.9 32.2 34.7 126.0 139.0 328.0 348.8 82.0 85,2 42.4 50.7 19.2 21.4 105.5 110.1 78.9 81.4 64.5 61.3 
13, Tractors . A 6.8 8.6 4.7 4.6 Dai 4.0 29.5 24.6 44.1 57.5 6.1 6.4 10.4 12.5 2.1 2.3 7.8 8.6 17.7 27.7 5.9 8.9 
14. Railway vehicles 5.5 5.8 0.4 0.3 5.1 5.5 20.7 20.5 CAR 89.8 12.3 10.9 14.1 20.5 7.5 9.9 49.2 40.6 14.4 7.9 17.0 18.6 
15. Road motor vehicles 52:4 eee an) 116.8 249.6 35.6 48.1 96.3 125.8 402.2 429.4 114.6 110.3 55.3 92.5 33.9 36.2 66.2 61.0 132.2 129.4 93.5 113.1 | 
16, Other vehicles 106.7 83.6 76.3 35.2 30.4 48.4 85.7 83. 156.4 149.7 67.5 52.3 3.4 3.2 97 6.1 33.5 69.5 42.3 18.6 24.5 22.4 | 
17. Chemicals : 162.6 166.8 127.1 128.8 35.5 38.0 184.4 231.1 449.8 501.7 135.0 144.8 46.6 53.8 26.1 33.8 150.6 159.0 91.5 110.3 119.0 137.2] 
18. Textile manufactures aye ricthine р БиС 331.0 312.1 236.7 217.8 94.3 94.3 79.0 73 568.6 530.3 139.0 125.8 107.9 100.3 35.5 41.0 97.6 72.4 188.6 190.8 214.7 240,8 
19. Paper, manufactures of wood ап4 рарег 
(excluding furniture) 32.0 21.2 28.7 101.9 24.8 26.0 7.7 18.4 3.9 4.8 21.1 19.8 36.4 32.9 30.2 34.3 | 
20. All other commodities 511.7 469.0 415.3 502.0 202,3 212.5 52.9 68.4 33.6 48.1 70.2 71.1 86.6 101.9 164.7 200.2 
TOTAL EXPORTS . . 2507.6 2577.9 | 1928.4 1964.9 | 579.2 613.0 1411.5 1649.7 | 4297.3 4449.7 | 1374.3 1354.1 520.8 597.1 274.7 324.4 ie 1171.4 | 995.0 1002.7 | 1451.3 1586,2 й 
UNITED STATES/ 
1. Food, drink and tobacco . - 205.6 217.8 6.4 4.9 199.2 21279 346.8 413.9 214.6 346.9 48.4 50.7 3.9 2.3 2.4 6.9 132.1 249.3 27.8 37.7 30.9 18.9 
of which : Cereals and preparations 22.7 PBB 1.2 EH 215 22.6 170.4 216.2 138.4 254.7 16.2 15.7 2.0 0.1 2.2 Die 118.0 233.7 — a 19.4 9.4 
Fruit and vegetables 114.6 128.7 1.1 0.7 173.5 128.0 38.3 46.6 Sip 6.9 4.0 4.9 0.4 0.7 — 0.1 0.1 0.5 0.6 0.7 1.0 Id 
Tobacco Е 3.9 3.9 0.6 0.4 3.3 3.5 27.2 27.2 50.6 60.9 17.1 16.4 0.7 0.6 — 1.0 6.4 7.7 26.4 35.2 6.2 4.6 
2. Mineral fuels and petroleum products 259.0 276.8 0.1 ИР 258.9 275.6 119.3 154.4 27.3 38.6 ‘Sul 8.1 4.7 8.2 0.5 2.1 ie, 9.3 9.2 10.9 33.2 34.4 
3. Metallic ores and base metals 280.2 276.3 0.3 0.4 279.9 275.9 188.5 263.3 50.6 54.9 7.9 9.4 9.2 9.0 0.3 1.0 24.9 28.4 8.3 7.1 3.4 3.8 
of which: Iron and steel . 203.2 199.2 0.3 0.3 202.9 198.9 153.7 221.5 38.4 44.9 7.6 85 8.7 83 0.2 0.9 14.1 20.6 7.8 6.6 3.2 3.6 
4. Oil-seeds, fats and oils . . 60.0 56.7 0.5 0.2 59:5 56.5 87.3 49.2 9.7 Я 0.4 0.4 8.0 4.8 0.7 0.3 0 3.0 — 1.2 12.6 3.2 
5. Textile fibres, natural 41.4 57.1 — — 41.4 57.1 РД) 36.4 52.3 86.2 10.7 16.4 3.8 6.1 0.4 1.8 30.1 49.4 7.3 12.5 6.7 3.8 
6. Selected construction materials 63.9 61.9 0.1 0.2 63.8 61.7 32.8 40.7 4.9 8.1 1.7 23 1.0 1.3 0.3 0.4 i) 2.4 0.7 » ef 1.1 1.3 
7. Other raw materials . Hitt 121.4 0.1 0.3 111.0 121.1 62.4 63.5 39.0 43.6 4.9 6.2 9.6 12.5 0.1 — 4.4 5.8 20.0 19.1 25 2.0 
8. Metal manufactures . 8 71.4 70.3 0.4 0.6 71.0 69.7 67.5 89.6 12.9 18.9 4.2 7.6 2.6 3.0 0.4 0.8 44 5.6 1.3 HA) 2.5 3,5 
9. Power-generating (except В machinery 51.8 50.1 0.1 0.1 51:7 50.0 44.8 61.4 12.2 11.1 2.8 3.2 1.2 1.6 0.2 0.3 3.3 2.9 4.7 3.1 3.6 Я 
10. Agricultural machinery . г 5 . 45.3 47.7 — — 45.3 47.7 21.8 25.0 8.0 8.6 0.9 0.8 a, 3.4 0.2 0.3 0.8 i fee" 3.4 2.6 3.9 1.8 
11. Metal-working, mining, construction and other 
industrial machinery 376.9 364.4 0.5 0.6 376.4 363.8 3459 456.0 128.5 1379 28.6 33.6 219 23.2 43 7.4 43.5 42.6 297 31.1 26.4 28.7 
12. Electric machinery 142.0 133.8 U7 1.5 140.3 132.3 140.1 160.9 23.4 34.3 4.0 5.6 5.1 59 04 0.6 81 13.9 5.8 8.3 4.0 43 
13. Tractors 81.2 79.3 = 0.1 81.2 79.2 554 89.5 31.5 47.6 6.3 7.1 6.6 9.0 1.2 2.6 She) 10.4 р 1 185 9.9 11.0 
14. Railway vehicles №2 4154 - 0.2 22 49 329 57.6 8.7 7.4 0.7 0.4 0.9 0.6 0.1 = 6.6 6.1 0.4 0.3 1.1 0.3 
vs as motor vehicles 297.9 242.4 1.1 0,9 296.8 241.5 342.7 401.4 97.1 91.4 15.6 12.2 35.2 37 1.6 2.4 32.4 28.3 12,3 10.6 29.0 20.8 
6. Other vehicles 2 25.2 = 2 2 > > = я : Е 
ет i zs a a в у ae т hey oS aes Ne a oat oy) Ane 0.2 0.5 6.1 1.7 8.2 8.4 2.4 3.9 
18. Textile manufactures and clothing 94 Я 112.6 1.6 1 ; 93 1 Е i 140 5 т ns a a a ie ae 28 aa о 12.1 16,2 $9 ay 
tile п ! 2 6 5 3. .5 3 62.9 75.9 20.8 = 23.1 34.6 44.1 0.3 0.6 PM] 2.3 4.5 5.8 11.0 10,7 
of which ; Cotton fabrics 34.5 43.8 0.1 0.2 34.4 43.6 45.3 50.6 15.6 21.8 3.8 4.2 9.7 16.0 = 0.1 0.6 0.3 1.5 1.2 1.9 2.4 
19. Paper, manufactures of wood ап@ paper Zi Е ыы Е 
(excluding furniture) 44.5 ) 5 > > = 
Pe а os a é о 4 | ; ba №. et a its 2 и и 2 3 3 7 7.0 6.7 0.5 0.6 0.8 0.9 1.3 2.0 1.4 1.4 
и. ой a : > CON Se 85.3 1.0 29 33.7 15.1 17.3 0.9 2: Зв 9 6.6 83 14.5 15.5 
383. 0 58.6 383.0 279.8 182.5 72.0 31.3 33.5 9.0 18.7 — 1.0 — 12.2 — 6.6 22.3 74.8 18.1 
TOTAL EXPORTS , 3138.9 3082.8 18.5 17.0 3120.4 3065.8 | 2968.1 3492.3 | 1049.7 1263.3 243.9 257.5 215.1 219.2 17.8 32.9 390.6 524.1 182.3 229.6 283.8 201.0 
а i а bine Ч ycated е с Gha 4 7 “ : „ pu F > = 
у ее и Including unallocated exports © Ghana included in “ British overseas territories” instead of “Other in Africa”, except for France and the United Kingdom. 4 Morocco and Tunisia included in “ Affiliated 


8 Including ships’ 


stores, 


h Excluding bunkers 


‘Including bunkers 


J Exports to unspecified destinations are not available by commodity groups for all destinations. 


For further details see “ Sources and methods ". 
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750 prices, f.o.b. 
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OVERSEAS = о TOTAL нев т of which; 
COUNTRI THER OVERSEAS ESTERN 
rs AFRICA JAPAN CHINA IN countries 6 DOLLAR EUROPE Won а gaits BOM 
= ASIA AREA INDUSTRIALIZED INDUSTRIALIZED INDUSTRIALIZED G 
‘Ou! 
19564 1957 | 19564 1957 | 1956 1957 | 1956 1957 м ны > 


1956 


1957 1956 


1957 


1956 


1957 


1956 1957 


1956 


1957 


1956 1957 1956 1957 1956 1957 


1956 1957 


| 
1. 
ve 
3; 
4. 
5. 
6. 
и 
8. 
9. 
10. 
и. 
12. 
13; 
14, 
15. 
16. 
17, 
18. 
19. 
20. 
1161.6 ОА 
EXPORTS 
| 200.8 225.1 96.8 |1240.6f 1 304.7/| 3683 3927 | 2225.0 2431.0 | 1222 122.3 ||3 597.78 3867.78 | 2 668.0 2890.5 833.37 8807/| 1, 
66.4 57.9 ; = 0.2 17.2 13.6 | 246.44 218.9% 8.8 7.9 | 1277.5 1203.5 0.8 0,3 ||1 642.77 1525.94] 1286.4 1210.6 21.8 181 | 216.54 194,04] 2. 
168.5 214.2 34.0 — 30.8 189 46.5 7.4 9.6 108.2 127.3 |1106.3 1246.1 422.2 425.6| 1679.7 1720.0 | 155.4 154.9 ||2 941.4 3121.0 | 2164.8 2206.6 | 312.5 377.4 | 4641 537.0 3. 
Iai 143 6.4 7.9 0.5 0.5 = — 6.8 59 | 66.8 69.2 13.2 15.9| 149.8 158.4] 27.5 285 || 2441 256.1 187.0 200.4 5.2 3:3 rodeo 47.4 4. 
49.6 48.3 4.7 4.4 19.5 20.8 19.8 14.5 5.6 86 | 148.5 142.9 66.5 63.7] 476.3 4951 | 412 44,0 || 666.0 682.0 600.5 620.0 46.4 40.6 19.1 21.4 5} 
27.1 .26.9 6.9 55 1.0 1.6 = 0.1 19.8 19.7 | 235.1 222.6 813 61| 165 473 1.1 1.9 || 3977 395.8 227.6 225.1 383 444] 131.8 126.3 6. 
. 228 23.7 Time 421 3.4 2.3 0.4 1.0 6.8 731 1311 3708 369 17| 840.5 8352] 17-1 19.6 |1 038.7 1025.6 940.5 929.4 423 41.0] 55.9 55.2 ie 
2 198 232 19.4 152 2.6 1.2 1.0 57.2 56.8 | 559.6 577.9 158.7 167.3] 343.3 346.1 6.4 7.5 || 909.3 931.5 4491 4643 | 1457 143.4 | 314.5 323.8 8. 
46,7 44.3 14.8 10.7 0.9 1.8 1.0 0.7 30.0 31.1 | 248.2 254.4 365 40.5] 213.3 252.7 9.9 8.6 || 471.4 515.7 245.0 28759 113.0 114.7] 1134 113.1 9. 
3.3 3.5 0.9 1.1 0.2 0.3 oe. = 2.0 2.1 29.9 28.8 4.8 4.6 66.8 70.3 2.4 0.9 99.1 100.0 726 74.4 14.6 13.5 11.9 12.1 10. 
167.6 204.5 454 34.7 19.4 — 39.3 37 26,3 99.1 104.2 | 980.4 1094.7 260.1 283.6 | 1114.7 1206,4 | 35.2 65.2 ||2130,3 2366.3 | 1325.5 1478.3 | 367.3 453.2 | 437.5 434.8 RE, 
110.2 115.2 33.1 27.0 3.5 4.7 2.7 51 70.9 78.4 | 709.0 764.4 149.0 179.2] 6261 673.7 | 183 28/7 |1 354.0 1466.8 727.9 8067 | 2628 290,8 | 363.3 369.3 12. 
: 10.3 9.9 2.4 2 0.2 0.4 3.2 1.2 4.5 5.8 96.6 109.5 120 155 97.5 96.4 0.4 0.6 || 194.5 206.5 104.9 106.0 63.2 66.8 | 26,4 33.7 13. 
10.6 114 5.2 5.5 0.7 0.8 = = 4.7 5.1 | 151.4 146.1 и 12.6 559 62.5 1.9 1.3 || 209.2 209.9 640 70.4 87.1 79.8] 58.1 59.7 14. 
| 924 94.7 32.6 33.5 5.0 3.8 3.0 1.9 51.8 55.5 | 836.8 1061.0 191.2 345.2| 6350 634.7 48 — 109 |1 476.6 1706.6 797.2 947.1 300.1 342.9 | 379.3 416.6 15. 
121.4 165.9 85.2 1107 0.2 2.0 1.4 0.9 34.6 523| 4948 5049 | 247.5 262.4] 396.0 4514 | 60.8 31.8 || 951.6 998.1 563.1 578.8 832 86.1 | 3047 333.2 16. 
"| 298.2 347.0 63.8 — 80.6 56.8 $3.5 58.6 68.4 119.0 144.5 [1215.3 1384.4 256.4 2862 | 1222.9 13718 | 607 80.5 ||2 498.9 2836.7 | 1503.0 1672.6 | 407.5 471.4 | 588.4 692.7 17. 
194.3 186.1 57.0 61.2 96 ИЛ 5.9 5.5 121.8 107,7 |1388.4 1343.0 383.2 360.1 | 1342.9 1419.5 | 560 68.8 |2787.3 2831.3 | 1739.5 1812.1 392.4 357.6 | 655.4 661.6 18. 
369 394 14.2 0.5 0.6 3.6 1.9 20.0 22.7 | 238.9 236.4 46.6 34.2) 2773 300.3 5.0 6.5 || 521.2 543.2 314.8 — 328.6 886 89.0] 117.8 125.6 19. 
184.2 182.8 86.4 |1408.7/ 1 479.9/| 579.7 548.2 | 1145.2 1268.6 | 21.5 41.6 ||2 589.18 2805.48 | 1 688.7 655.0f 728.2/| 20. 
| 
|: 908.0" 2: 093.5 031 т 12 360.6 | 3384.0 3592.2 |14347.8 151789 | 648,6 724.4 |] 26 7208 283901 | 17 670.7 18 701.1 5798.3 6166.4 Я 
|| 
| 
| 409.8 389.5 48.5 24.4 | 1172 129.9 = = 244.1 235.2 | 1315.4 1464.3 | 537.5 623.9] 1265.0 1027.0 27 30.4 |} 2583.1 2521.7 | 1590.5 1405.1 247.2 407.5 | 6377 631.8 i 
| 267.4 253.7 34.3 8.4 95.9 — 108.6 = = 137.2 136.7) 632.1 766.8 | 155.6 2086) 685.3 5151 23 27.9 |11319.7 1309.8 | 806.2 675.3} 179.5 323.8 | 320.2 301.6 
1 5.8 9.3 0.1 0.3 1.3 2.4 —= — 4.4 66| 220.2 2324| 1580 1785] 1282 1089 | — 0.1 348.4 341.4 | 244.1 2901 oy} 7,6 43.7 53.9 
1 550 43.9 128 135 6.1 3.8 = = 36.1 26.6 145.6 142.0 300 28.2| 282.5 272.8 0.4 0.5 428.5 415.3 | 292.9 281.0 353 44.1 97.6 88.7 
| 78.2 1329 3.1 5.8 61.1 94.9 = = 140 32.2 | 586.4 6549 | 332.6 382.8] 564.2 741.5) — 2.0 |] 1150.6 1398.4 | 884.3 1115.2 107.5 127.7 89.4 137.7 2. 
1 179.0 275.4 2.6 2.3 141.7 224.7 — — 34.7 48.4 725.4 887.3 424.4 488.4 343.9 401.6 0.3 3.1 1069.6 1 292.0 766.1 905.7 134.0 144.3 145,8 228.4 3. 
} 59.9 119.4 24 2.2 27.0 74.7 = — 0 929 4755 05978 3221 9887 10851 1198 0.3 3.1 584.3 7207 | 339.0 396.8 29° ION) 1359 2130 
| 147.5 168.0 9.0 17.2 101.5 108.9 == = 370 419 | 320.8 288.6 1019 99.0] 487.0 453.6 28 19.0 8106 7612 | 651.3 638.2 675 26.0 881 95.2 4. 
|] 251.6 313.8 1.3 4.2 193.6 245.2 — — 567 64.4 378,3 499.4 60.7 86.3| 469.9 724.1 18° 275 850.0 1251.0 | 706.7 1053.9 46.2 77.0 93.0 118.0 5. 
| 11.1 11.5 0.3 0.5 3.9 1.5 == = 69 9.5 140.6 140.7 95.0 99.6 м4 Ms) = — 155.0 152.6 822 15:3 11.6 — 18.8 344 413 6 
| 74.5 87.7 1.0 3.0 62.3 68.1 — — 11.2 16.6 314.9 333.6 160.1 170.0| 217.4 284.0 1.1 р 533.4 619.7 391.9 475.6 70.9 70.6 45.2 58.1 7. 
; 247 23.0 1.4 1.3 4.1 3.0 = = 162 118171 2582 2482 1367 153.0 187 164 | = = 255.9 264.6 942 89.7 209 289 79.6 103.1 8. 
23.4 32.6 12 #2 6.6 13.1 — — 15.6 18.3 147.0 166.3 89.8 100.0 322 29.5 — — 179.2 195.8 90.6 927 30.2 38.2 47.2 57.7 9 
| 2.9 4.8 0.2 0.9 0.1 0.1 = = 2.6 3.8 92.4 95.0 60.9 627 7.0 6.7 0.7 0.1 100.1 1018 531 54.6 187 214 178 — 187 10, 
1 
134.7 177.0 11,3 8.6 35.0 75.0 == — 884 93.4 | 11371 1247.0 | 664.8 705.8] 284.5 302.2 0.8 07 ||1422.4 1549.9 | 6972 742.3 | 2277 288.6 | 3728 436.0 и. 
54.0 60.1 2.6 2.6 11.6 8.6 = — 39.8 48.9 447.6 448.1 265.3 265.1 59.9 69.2 0.1 0.1 507.6 517.4 2196 21 70.5 93.8 139.3 157.2 12. 
| 129 22.7 1.5 5.1 0.8 2.1 — = 10.6 15.5 | 202.8 257.6 126,3 143.9 23.9 29.7 0.1 — 226.8 287.3 106.0 1 44.3 69.2 64.6 99.5 13. 
16.4 11.3 3,2 0.1 0.1 0.2 = = 13.1 11.0 729 92.8 39.8 38.8 3.2 3.7 — 76.1 96.5 155 19.0 342 50.1 248 263 14 
95.6 87.5 9.5 Su 4.0 5.4 = = 82.1 76.4 | 920.2 880.6 | 552.8 495.1 89.9 67.4 = = 1010.1 948.0 | 391.8 315.2 | 233.4 280.6 | 327.0 315.1 15, 
181 46.4 И 308 1.5 3.8 = — 53 125 137.7 204,3 75.3 1242 78.1 103.1 = = 215.8 307.4 106.6 1321 369 48.9 $271 115.0 16 
144.3 182.0 5.8 9 53.7 67.9 — —- 84.8 104.9 828.1 919.1 436.5 4961| 270.3 317,3 0.1 0.6 ||1098.5 1237.0 507.3 580.2 219.4 2434 276.3 3477 7 
92.7 106.0 4.0 5.3 2.6 7.9 — — 86.1 92.8 529.0 543.5 272.7 309.7 64.2 76.7 — 0.3 593.2 620.5 161.5 197.5 633 74.6] 241.2 263.8 18 
39.7 46.2 0.4 1.9 — — 39.2 44.2 167.7 184.9 104.0 128.2 27 5.7 — =" 170.4 190.6 37.3 49.6 12.2 18.2 90.2 117.1 
77 297 0.3 0.5 == = 16.2 21.8 158.7 169.3 109.9 1183 30.1 37.4 0.2 0.1 189.0 206.8 76.0 86.3 229 25.8 77 77 19 
116.3 142.9 10.1 9.5 — — 92.3 115,3 830.2 878.4 424.3 485.1 212.1 242.7 0.4 1,9 1042.7 1123.0 455.6 Slit 117.1 121.9 291.8 satel | 20 
| 48.6 13.2 = Fa — — 44,8 13.2 | —131.2 — 67.6 724.2 566.9 131.2 66.9 0.7 — 595.4 451.3 130.1 68.2 341.3 176.9 | 
р +— il T | т | le ТОТА! 
| 1951.0 2312.0 | 128.2 137.7 820.3 1079.8 = = 1002.5 1094.5 | 9391.5 10351.4 | 5691.5 6014.7 | 4 667.1 5012.6 | 1.1 88.6 ||140697К 15 452.64] 8 637.4 9263.8 | 1954.6 2 325.5 | 3477.7 3863.3 | ЕХРОВТ$ 
== 
Иа territories ” instead of “ Other overseas countries", except for France and the United Kingdom, € Belgium-Luxembourg, Denmark, France, western Germany, Italy, the Netherlands, Norway, Sweden and the United Kingdom, 


СК Excluding special categories. 
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Appendix B 


NOTES ON SOURCES AND METHODS 


(For page references to the notes on particular tables, see the Table of Contents, pp. iv-viii) 


GENERAL 


As in previous years, the statistics given should be regarded in the first place as basic documentation for the economic analysis 
made in the Survey. They are therefore somewhat different in nature from statistics normally published in statistical yearbooks 
and other publications of a purely statistical nature. First, when no official figures are available, it is often preferable to have an 
estimate rather than no figure at all. Consequently, estimated figures which have a wider margin of error than is usually allowed in 
statistical publications are sometimes shown in the various tables. In the second place, the available national statistics have, for the 
sake of comparability as between countries, often been adjusted to more uniform definitions. For this reason, the figures shown 
differ in many instances from those given in national publications, or in other publications of the United Nations and its specialized 
agencies. Finally, the methods of compilation have been chosen with a view to the special use for which the data are intended. This 
does not necessarily mean that for other purposes other methods might not have been preferable. 

Where a table gives totals for a number of countries, these totals always refer to the same group of countries for each period shown. 
In cases where figures for a given country are not available for one or more periods, estimates of these missing figures are included 
in the totals. Except where otherwise stated, area totals include estimates for those countries for which no data are available, or 
assume that the series for the missing country moved in proportion to the average for the other countries. 

Slight discrepancies between constituent items and the totals shown in the tables are due to rounding. 

In most cases, the tables include information received up to 15 February 1959. In general, the more recent figures are to be 
regarded as provisional, and subject to revision. 


Methods of Reference to Sources 


Wherever the sources for a table have been few and the methods used self-evident, the necessary references have been given under 
the table. All sources referred to in this appendix are listed systematically at the end of the Survey and are given a number, by which 
they are referred to in the succeeding notes. м . , 

Information on sources is given in the following order: first the department, institution, or other authority responsible for the 
publication (or in the case of books, the author);* where the site of the issuing authority is not the capital city, the place of issue is 
indicated, this being followed by the title of the publication; the place of publication is then given, if different from the place of issue, 
and is followed by the mention of the publishing house (where different from the issuing authority) and (for non-periodical literature) 
the date of publication. Finally, for periodicals an indication is given of the frequency of publication. ‘Such details are omitted when 
they are already apparent from the wording of the title (e.g., Monthly Digest of Statistics for periodicity, and Monthly Report of the 
Deutsche Bundesbank for both periodicity and issuing authority). The publisher is not normally mentioned for official publications. 
In addition to the foregoing exceptions, there are a few cases where full bibliographical detail is not known. If no particular issue 
of a periodical is indicated, it is to be understood that various issues of it were used as a source for the statistics. | 
For national trade statistics in Chapters П- Ш, the following national sources were used: Austria 2.2; Belgium 3.2; Denmark 
6.3, 6.4; Finland 7.3, 7.4; France 8.3, 8.4; western Germany 10.2 (i) (ii) (Ш) (iv), 10.13; Greece 11.1; Iceland 13.1, 13.2; Cine 
14.2, 14.3; Italy 15.2, 15.3; Netherlands 17.1, 17.2; Norway 18.1, 18.2; Portugal 20.1, 20.2; Spain 22.1, 22.2, 22.3; Sweden 23.3, eee 
Switzerland 24.1, 24.2, 24.3; Turkey 25.1, 25.2, 25.3; United Kingdom 27.3, 27.4, 27.5, 27.6; Yugoslavia 28.1, 28.5, 28.6, 28.8; 
ne а certain tables relating to eastern Europe and the Soviet Union, reference is made to plans, plan fulfilment reports, 
statistical yearbooks and bulletins. The sources in which such information can be found are set out in the table below (reference is 


to the list of sources on pp. 10-16 of Appendix B). 


1 For newspapers and ordinary commercial periodicals, this information is not given. 


—— ee 
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ar ИЕ 
Country Plan fulfilment report ee Ri 
ЕЕ ee 
1958 1959 1965 1957 1958 
i 11 
Ааа SG cog! Sele on Ben 1.1 1.1 1.1 1.1 р 
(9.11.58) (30.ХИ.58) (5.X1.58) (31.1.58) (1.11.59) 
1.3 
( 5.58) 
4.2 4.5 
И, оо 6 o 0 Go 0 © 4.1 rae 4.1 4.6 4.1 i 
: (12.ХП.57) (20.1.59) (28.1.58) (25.1.59) 
i 5.9 5 
Czechoslovakia. ..... - 5.1 5.1 5.1 ВЕН 5.1 
(9.11.58) (24.ХП.58) (19. VI.58) (7.11.58) (59) 
9.1 9.3; 9.2 
Eastern Germany. ..... 9.4 9.5 9.2 9.5 Е : 
(11.58) (21.1.59) (1.58) (3.11.59) 
ИУ собою ос 12.5 12.5 12.5 IDEs: 12.1 12.6 
(29.1.58) (10.ХП.58) (2.11.58) (18.1.59) 
РО. 19.4 19.4 19.4 19.4 19.4 19.1 19.5 
(28.X11.57) (21.ХН.58) (29.Х.58) (15.11.58) (10.11.59) 
вотава ео DN 94 РАНЕЕ, 3% 2121 21.4 
(25.11.58) (17.11.58) 
Сие Оо <— © fe. с 26.1 26.1 26.2 26.1 26.1 26.22 
(20.ХП.57) (23.XII.58) (8.11.59) (27.1.58) (16.1.59) to 26.28 


ам ee ee ee 


For references to current five-year plans and to reports on 1957 see Appendix B (p. 2) of the Survey for 1957. No 1965 plans 
have yet been enacted by the respective legislatures: references are to party directives or other official proposals. 


I. RECENT ECONOMIC DEVELOPMENTS IN EASTERN EUROPE AND THE SOVIET UNION 


Industrial employment and productivity in eastern Europe 
and the Soviet Union (Table 3) 


Data were taken from statistical yearbooks, plan fulfil- 
ment reports and 1.2 (9 February and 14 December 1958). 
Productivity was computed by dividing gross industrial 
output by average annual “ productive” employment (vari- 
ously defined). The manpower statistics were derived 
from productivity and gross output index-numbers, and 
owing to certain differences in coverage may not agree 
with manpower statistics derived from employment returns. 
Data cover state industry in Bulgaria, Hungary and the 
Soviet Union, state and co-operative industry in Albania 
(except for 1959 Plan: Ministry of Industry and Mining 
only) and Rumania, centrally-managed industry in eastern 
Germany, and all industry in Czechoslovakia and Poland. 

The Bulgarian data for the 1958 Plan were taken from 
Decree No. 508 of 1957 (4.1 12 December 1957). The Plan 
Fulfilment Report stated, however, that the 6 per cent 
increment in productivity represented a 3 per cent, and 
the 16 per cent increment in gross industrial output a 
6 per cent, overfulfilment of the Plan. This was assumed 
to imply a plan-revision in the course of the year rather 
than a restatement of the original plan target in terms of a 


revised base quantity (i.e., final 1957 data replacing pro- 
visional 1957 data), since the provisional and final data for 
gross industrial production were the same. For the revision 
of the plan increments to have resulted only from an adjust- 
ment of the base, the final figure for 1957 employment would 
need to have been lower than the provisional figure, and in 
turn the provisional statistics would need to have shown a 
decline in productivity during 1957. The 1957 Plan Fulfil- 
ment Report in 4.1 (28 January 1958), however, which pro- 
vides provisional data, stated that the labour productivity 
target had been over-fulfilled by 5 per cent. 


Gross fixed investment in the Soviet Union 
and eastern Europe (Table 4) 


Data were taken from statistical yearbooks and bulletins 
and plans and plan fulfilment reports, except that for eastern 
Germany the planned 1958 percentage increment over 1957 of 
gross investment excluding survey and draughting work was 
applied to the 1957 value including such work. The 1959 
Czechoslovak Plan was taken from 5.1 (23 January 1959) and 
the 1958 Soviet Plan from 26.17 (No. 12, 1957, p. 20). 

The coverage of the data is set out below. 
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Fixed capital formation by state and co-operative 
enterprises exceeding certain limits laid down by the 
а SUNS OA ss ee ee, УИ, х 


Other fixed capital formation by state and со-орега- 
tive enterprises . 


Fixed capital formation by collective farms . . . .| — 
Fixed capital formation in the private sector. . . . | — 
Capital repairs @ . о 

Cost of survey and draughting work а 


Increment in working capital of building enterprises а 


; Soviet Union 
slovakia Clennang=) NY ERs BORE ae 4 
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NOTE. о indicates inclusion in the series quoted; — indicates exclusion from the series quoted; .. indicates uncertainty as to the coverage. All data include 
ncrements in work in progress and exclude investment in low-value tools and equipment normally discarded after less than one year’s use. 


@ By organizations whose fixed capital formation is covered. 


Farm man-hours per unit of output and area in the Soviet 
Union and in the United States (Table 9) 


Man-hours per quintal were quoted for the Soviet Union 
and for the United States by Mr. Khrushchev in 26.2 
(16 December 1958). Estimates of American performance in 
1956 published by the United States Department of Agri- 
culture (in 29.8) show the same figures for grain, milk, 
beef and pork, a slightly lower figure for cotton (16.1 man- 
hours per quintal) and broadly similar figures for potatoes 
and beet (in 1950-1953, since yearly data were not published 
separately therein). 

Yields per hectare for Soviet farms as a whole were taken 
from Table 10. Yields of grain on state farms were given 
for 1956 by I. Benediktov in 26.15 (No. 1, 1958) and were 
deduced for 1957 from procurement statistics given in 26.28, 
on the assumption that the ratio of procurements to pro- 
duction fell to the same extent as on collective farms: had 
the ratio fallen less, the yield implied would have been 
lower than shown in the table. Since a mere one per cent 
of grain was sown on private plots (26.22), yields on col- 
lective farms were obtained by difference between the 
average in Table 10 and the state farm yields. The relation- 
ship of yields of beet and cotton on state to those on 
collective farms in 1956 was indicated by procurement and 
sown-area data given in 26.14 (No. 6, 1958) and 26.26 
respectively ; the margin between crops and procurements is 
very small (as Table 10 shows) for these crops. Yields in 
the United States were taken from lint yields in 33.1 
(Part I), unginned weight being computed as 2.68 times 
that of lint, viz. with no allowance for trash. 


Man-hours per hectare are the product of man-hours per 
quintal and quintals per hectare. 


Crops and sales to the State of plant produce 
in the Soviet Union (Table 10) 


Sown areas in 1953 and 1956 were taken from 26.26, and 
in 1957 from 26. A. This latter source also gave provisional 
data for 1958, in most cases subsequently revised in 26.14 
(No. 1, 1959, p. 20). The 1956 orchard area was taken from 
26.28. 1953 and 1958 harvests were taken from 26.2 (16 De- 
cember 1958) and the 1958 Plan Fulfilment Report ; 1956 
and 1957 data were given by 26.A, except for grain, which 
was given in the form of index numbers in 26.22 (for 1956) 
and in the 1958 Plan Fulfilment Report (for 1957). Yields 


were derived from sown areas and harvests, and thus are 
not yields per hectare harvested. Procurements were taken 
from 26.25 for 1953 and 1956, 26.28 for 1957 and from the 1958 
Plan Fulfilment Report and 26.14 (No. 1, 1959, p. 21) 
for 1958. 


Grain area and harvests comprise maize harvested both 
at the ripe and lacto-cerotic stages (the latter in dry-grain 
equivalent). In 1958 the ripe maize crop was 9.7 million 
tons and the crop of lacto-cerotic cobs in grain equivalent 
was 6.7 million tons. The grain area and harvest data also 
include vetch harvested as grain (0.5 million ha sown in 
1953; 0.4 million ha sown in 1956) and peas, beans and 
lentils (1.6 million ha sown in 1953; 1.3 million ha sown 
in 1956). 


Output and sales of livestock products in the Soviet Union 
(Table 13) 


Output data were taken from plan fulfilment reports, 
which also provided the break-down by producer for milk. 
26.15 (No. 5, 1958, p. 49) gave the producer break-down 
for meat and wool in 1956; for the latter increments in 1957 
and 1958 were available in plan fulfilment reports. It has 
been assumed that the share of state and collective farms 
in meat output was given in live, and not in carcass, weight. 
The 1957 and 1958 meat output was estimated on the basis of 
the evolution of total output on the one hand and procure- 
ment and marketings by each group of suppliers on the 
other. 


Marketings for all products were taken from 26.25 and 26.28 
and procurements from the same sources together with 26.14 
(No. 6, 1958) and the 1958 Plan Fulfilment Report, which quoted 
total procurements and the percentages which state- and 
collective-farm supplies bore to the current total and to 
their 1957 deliveries. Data on wool procurements were in 
“ nayment-weight ” (zachétny ves), which is explained in 
26.33 (p. 54) as in terms of quality standards laid down by 
procurement agencies. If a delivery is of better quality than 
the standard demanded, an addition is allowed in terms 
of “ payment-weight””, and conversely if the delivery is of 
poorer quality. The extent to which “ payment-weight” 
differs from actual weight thus varies with the quality of 
deliveries. No information is available on changes in quality 
standards during the period covered by the table but they 
are unlikely to have been lowered. 


Page 4 — Appendix B а 


Output of various commodities and of electric power 
in eastern Europe and the Soviet Union (Charts 1-4) 


Sources: National statistics and plan fulfilment reports. 


Geographical coverage 

“ Eastern Europe” generally includes Bulgaria, Czecho- 
slovakia, eastern Germany, Hungary, Poland and Rumania. 
However, oil production also includes Albania, but excludes 
the very small output of Czechoslovakia and Poland. 
Calcined soda does not comprise the negligible Hungarian 
output. 


Commodity definitions 
Electric power: Gross output (inclusive of losses and 
generator consumption). 


Coal: Includes coal consumed at mines, except for hard 
coal in Czechoslovakia. Except for Hungary, monthly data 
for brown coal and lignite have been converted to hard coal 
equivalent by the application of standard coefficients for each 
country. These coefficients, however, take no account of — 
variations over time in the calorific content, except for 
Hungary, where such monthly data for coal output are 
officially published. 


Rolled steel: Hot rolled, including semi-finished, steel, and 
also tubes in the Soviet Union and Rumania. 


Sulphuric acid: In terms of 100% H2SO4; east German 
figures have been converted to this basis by the coeffi- 
cient 1.225. 


Calcined soda: In terms of 100% Ма>СОз. 


Il. THE WESTERN EUROPEAN ECONOMY IN 1958 AND POSSIBILITIES 
FOR RENEWED EXPANSION 


Supply and use of resources (Table 1) 


With the following exceptions, data for 1956 and 1957 are 
from 35.1 (January 1959): 


Finland; 7.2 (1958). Data have been adjusted to OEEC 
definitions and deflated by price indices taken from 
the same source. 


Norway : 18.3 (1958). Includes repair and maintenance. 
Yugoslavia: 31.1 (November 1958). 


For 1958 the sources used were: 
Austria: 2.5 (Nos. 11-12, 1958). 

Finland : Budget forecasts from 7.2 (1958). 
France: 8.A. 


Western Germany : 10.1 (January 1959), except for imports 
and exports, which are from 10.10 (9 January 1959). 


Italy ; 15.11 (October 1958). 


Netherlands ; 17.5 (January 1959) for private consumption 
and 17.9 (No. 1, 1959) for investment. In both cases 
data refer to the first nine months of each year. 


Norway : 18.3 (1958). Includes repair and maintenance. 
Sweden ; 23.10. 


United Kingdom: 27.11 (January 1959). Figures refer to 
the first nine months of each year. 


Yugoslavia: Data for GNP (in constant prices) and for 
investment and consumption (in current prices) are 
from 28.2 (No. 50), and 28.9 (2 March 1959). Imports and 
exports (in current prices) are from 28.1. Price indices 
investment and consumption are from 28.1, and import 
and export prices from 28.5 (1958). The паНопа! 
accounting concepts employed are those adopted by eastern 
European countries. 


Changes in the labour force from 1953 to 1958 and projections 
for 1963 in selected western European countries (Table 9) 


Actual labour force. — The same sources as for Appendix 
Table VIII. 
Projected labour force. — In the first stage, the 1958 


population figures in quinquennial age-groups were projected 
into 1963 for each sex on the basis of survival rates applied 
in national projections available for roughly contemporary 
periods (1955-1960, 1956-1961 or 1957-1962). The sources 
for these rates are given below. 


No account of migration was taken, except for Sweden, 
for which an immigration of ten thousand persons per 
year was assumed. For western Germany, the end-1957 
population was augmented by the estimated number of 
immigrants in 1958 (336 thousand, see 24.5, 6 January 1958). 

In the second stage, active populations were calculated 
for various ages in 1953, 1958 and 1963, by applying age- 
specific activity rates available from the last census (usually 
around 1950), corrected on the assumption that they changed 
over the period proportionally to the trend in the over-all 
activity rates between the year of the last census and 1953 
or 1958 (whichever was the higher). 

For Italy, however, they have been estimated from 32.1 
(1958, Table 2). 


Sources of National Demographic Projections 


Austria: 24 (May 1953); Belgium: Estimates based 
partially on 3.7 (February 1956) and 3.8 (July-August 1956) ; 
Denmark : 6.9; France: 8.16 (April-June 1958); Western 
Germany : 10.9; Italy: 15.10 (pp. 365 et seq.; forecasts by 
Stefano Somogyi); Netherlands: 17.8; Norway: 18.4 (1958, 
р. 13); Sweden : 23.9 (р. 73); United Kingdom: 27.10. 


Structure of gross fixed capital formation, 
1953 to 1957 (Table 11) 


All information is from 35.A, except for: Finland: 7.8 
(November 1958); France: 1953 and 1954: 8.17 ; 1955: 8.18 
(2nd report); 1956: 8.18 (3rd report); Netherlands : 17.3 (2nd 
and 3rd quarter 1958); Belgium: The total for agriculture, 
industry, transport and other trades and services in 35.A was 
broken down on the basis of detail in 3.11 (1956). 


Central government total expenditure and current revenue 
from 1955 to 1959 (Chart 5) 
General 


The figures have in general been taken from budget 
documents (closed accounts or estimates) and adjusted to 
correspond as far as possible to the following definitions : 


Current revenue. — Taxes on income and property, indi- 
rect taxes, death duties, net revenue from state monopolies 


and public undertakings. Receipts of foreign aid have been 
excluded, 


Current expenditure. — АП current civilian expenditure 
on goods and services, all defence expenditure (including 
Investment and also civil defence wherever possible), current 
transfers, and expenditure on repairs and maintenance. 
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Non-current expenditure. —- Investment expenditure (other 
than defence), capital transfers for investment, war damage 
payments, amortization of debt and all other financial 
transactions (such as loans and advances). 


The distribution that can be made on the basis of budget 
data between current and non-current expenditure is only 
approximate. Non-current expenditure does not cover all 
capital expenditure, part of which is included in the budget 
under current expenditure, while current expenditure also 
includes certain capital transfers. 


Comparability between countries is affected by differ- 
ences in national budgetary systems and accounting methods 
and in national classification and conventions. The data 
therefore do not conform to national accounting concepis. 


Sources and Coverage 


Austria : 2.4 (1955-1957) and 2.7 (1958 and 1959). Current 
revenue excludes revenue of an exceptional or capital 
nature, and ERP revenue. Amortization of public debt 
is included in current expenditure. Non-current expen- 
diture includes payments made in accordance with the 
peace treaty and expenditure covered by ERP revenue. 


Belgium : 3.4 (1959) and 3.3 (1957), 36.3. Current revenue 
represents ordinary receipts. Non-current expenditure 
also includes expenditure from the Road Fund, which 
as from 1956 is no longer included in the budget. The 
sum involved (billions of francs) was 1.63 in 1956, 
2.19 in 1957, 2.00 in 1958 and 2.54 in 1959, 


Denmark : 6.7 (1958). For 1955/56 and 1956/57 non-current 
expenditure includes amounts to cover previous years’ 
deficits. 

Finland: 7.2 (1958). Unadjusted for items involving no 
direct receipts or payments. 


France: 8.12 (December 1958), 8.13 (Supplement for 10 
January 1959), 8.14. Data for 1955-1957 are from the 
treasury accounts. Since 1959, current revenue includes 
amounts previously allocated to the former Autonomous 
Amortisation Fund (mainly the net product from the 
sale of tobacco and matches, which in 1957 amounted 
to just over 280 billion francs). 


Western Germany : 10.7, 10.5 (November 1958), 10.8 (1958). 
Federal Government only. Revenue and expenditure 
exclude offsetting items and items earmarked for specific 
purposes. Figures for 1955/56 include the previous 
year’s deficit. Current revenue excludes in 1956/57 and 
1957/58 the amounts carried over from the 1955/56 
surplus and in 1957/58 to 1959/60 the sums derived 
from treasury resources. Non-current expenditure re- 
presents capital expenditure and loans to local author- 
ities ; figures for 1957/58 to 1959/60 are estimated. 


Italy : 15.4 (1957), 15.7 (1957). The data refer to the “ parte 
effettiva”” only and do not include capital transactions 
(amortization of debt, loans and advances, etc.). Non- 
current expenditure represents the total of economic 
and productive expenditure. 

Luxembourg: 16.1 (1959). The classification conforms to 
national accounting conventions. 

Netherlands : 17.6 (1957-1959). The classification conforms 
to national accounting conventions. 

Norway: 18.7 (1958/59). Figures are adjusted to the na- 
tional budget classification. 

Sweden: 23.6 (1955/56 - 1957/58), 23.7 (1958/59), 23.8 
(1959/60). Current expenditure includes some expend- 
iture of a capital nature and does not include amounts 
intended to cover capital losses. Non-current ex- 
penditure does not include the investment of enter- 


prises financed by their own resources, nor advances 
to the Treasury and credit to foreign countries. 


United Kingdom : 27.8 (1956/57 - 1958/59). The figures are 
taken from the conventional accounts. Non-current 
expenditure covers all “below the line” items (other 
than interest outside the budget included in current 
expenditure) plus sinking fund payments. 


Gross fixed investment and changes in number of employees 
in industry (Chart 6) 


Investment. — The sources for France are: 


1953-1955 : 8.17 ; 1956 : 8.18 (3rd report); 1957 : estimated by 
applying to the 1956 data the percentage increase shown in 3.5. 


Other countries are from 35.A. 


Investment in industry at constant 1954 prices has been 
converted into US dollars at 1954 official exchange rates 
for Austria and Sweden and at purchasing power parity 
rates (for 1955), for other countries, as derived from 35.6. 


Employment. — The figures, taken from national statistics, 
relate to employees occupied in industry, excluding con- 
struction. The coverage varies according to the nature of 
the series: industrial censuses for Denmark and Sweden, 
national insurance data for Austria, Norway and Great 
Britain, the manpower budget for Belgium, and regular 
employment statistics for France and western Germany. 
For Italy, figures have been estimated on the basis of data 
shown in 15.4 and 15.14, and for the Netherlands they are 
employment data officially adjusted to conform to the 
coverage of national accounts. In general, the coverage of 
industrial censuses is the least satisfactory (because of the 
exclusion of small firms). 


Cutput per man-hour and wage-costs by industrial sectors 
in western Europe (Appendix Table VII) 


Austria: 2.6, 2.8. Industrial earnings relate to weekly earn- 
ings in manufacturing and building in Vienna. 


Belgium : 3.1, 3.5, 3.6, 3.7, 3.9, 3.10. Industrial employment 
and wage rates (as agreed upon by collective bargaining) 
relate to manufacturing industry only. 


Denmark : 6.1. Industrial earnings include building, transport 
and some services. Sector indices of hourly earnings 
exclude overtime pay. 


Finland : 7.5, 7.6, 7.7. Mining covers metal-ore mining only. 
Metal-using includes metal-making for employment and 
working hours. Hourly earning by sector relate to 
male workers only. 

France: 8.1, 8.16 (July-September 1958). Industrial wages 
relate to manufacturing only and are typical, rather 
than average, rates. For mining, they relate to gross 
daily earnings in coal mines, including all premiums 
and bonuses, but excluding family and other allow- 
ances, such as for rent and transport. 

Western Germany: 10.1, 10.11, 10.12. Industrial earnings 
relate to manufacturing including building. Hourly earn- 
ings for mining refer to coal mines only. 

Italy: 15.1, 15.12. Hourly earnings exclude annual bonuses 
and paid holidays. 

Netherlands : 17.5, 17.9, 17.10, 17.11. The index of hourly 
earnings for 1958 has been obtained by extrapolation 
on the basis of wage rates. Man-hours worked in coal- 
mining are based on the number of shifts worked. 

Norway : 18.5, 18.8, 18.9. Hourly earnings by sector relate 
to male workers only. 


we 
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Sweden : 23.12, 23.13, 23.14. Mining covers metal-ore mining 
only. 


United Kingdom : 27.1, 27.9. 
Yugoslavia; 28.1, 28.6, 28.7 (1956 and 1957). 


The occupied labour force in western Europe 1953 to 1958 
by sectors (Appendix Table VIII) 


Austria. — Total: total labour force as given in 35.1, less 
applicants for work from 2.1. 1958 is estimated from 
changes in the number of insured wage and salary 
earners, given in 2.6 (Table 7.3). Employees: 2.5; 
figures are for August of each year (October for 1954). 


Belgium. — 1954 to 1958: the source is the manpower 
budget in 3.5 (August 1956, June-July 1957 and Septem- 
ber 1958). For 1958 the budget figure has been slightly 
adjusted to take account of partial data more recently 
available, in particular for the armed forces (source : 
3.7). 1953 : estimated from a comparison between 1953 
and 1954 in 3.6 (1954). 


Denmark. — 1953: 6.1 (No. 28, 1954); 1956: 6.8 (Septem- 
ber-October 1958). Figures for the unemployed have 
been deducted. 


France. — Derived from data for a 5 per cent sample of 
the 1954 census (8.15) and 32.1 (1958). Includes men 
in compulsory military service, in France and overseas. 

Western Germany. — 10.1 (March 1958, р. 152). 1958 is 
estimated from partial data available for employees ' 
only. 

Ireland. — 14.5. 1958 is roughly estimated from current 
series on employment. 

Italy. — 15.8. 1958 is estimated from 15.9, assuming the 
same pattern of changes between May and October 
as) im 1957: 

Netherlands. — 17.7 (1958, p. 36) and 17.3 (3rd quarter 
1957). 1958 is estimated from current series for em- 
ployees only. 

Norway. — 18.6 (1957). 1957: 18.6 (1957), with adiustments 
based on data in 18.6 (1958). 1958 : the estimate for 1957 has 
been adjusted to allow for changes in employment since 
then, on the basis of data in 18.8 (July 1958). 

Sweden. — 1955: 23.9 (р. 64), less an estimate for unem- 
ployment ; other years: derived from annual changes 
published in 23.11. 


United Kingdom : 27.9. 


IV. CONSUMPTION AND PROBLEMS OF DISTRIBUTION IN EASTERN EUROPE 
AND THE SOVIET UNION 


Food consumption in five eastern European countries (Table 5) 


Sources and Methods 


Bulgaria : 33.2 and 4.A; Czechoslovakia : 5.9 (1958); eastern 
Germany: 9.1 (1957) and 9.2 (No. 3, 1958, pp. 104-107); 
Hungary : 12.2 and 12.1 (1957); Poland : 19.1 (1956 and 1957), 
19.6 (No. 11, 1958, pp. 31-35), and 19.A. 


In all countries except Bulgaria, the “ balancing method ” is 
used —i.e., consumption = production + imports — (exports 
+ losses + uses for other than human consumption) -- stock 
changes. In some countries — for instance in Poland — farm 
accounts and family budgets of peasants are also used for 
estimating human consumption of potatoes and grains in the 
countryside. The Bulgarian figures are weighted averages of 
family budget statistics covering a nation-wide sample and may 
exclude some foodstuffs not consumed in their original form 
(e.g., sugar in confectionery). Conversion factors, allowances 
for losses and other details of calculation vary from country 
to country and have been published only in Hungary (though 
some details are available for Poland also). Comparability with 
pre-war is limited not only by purely technical factors, but also 
by territorial changes in Czechoslovakia, eastern Germany and 
Poland. 


Definitions 
Cereals : Human consumption of bread grain in flour equi- 
valent with extraction rates varying slightly from country to 
country and over time. The Polish figures for post-war, and 
particularly for 1955, are recognized in 19.3 as being too high. 
Potatoes : Generally excluding industrially processed potatoes. 
Sugar : Refined sugar, including all industrial uses. 
Vegetables and fruit: Fresh and processed; definitions not 
quite clear and estimates almost everywhere very uncertain. 
Meat and meat products : In principle, meat-on-bone, excluding 
rendered fats and including game and offal. However, goat and 
game are not included in Hungary, and game, offal and poultry 


are excluded from the standard Polish series. Comparability 
both with pre-war and with western Europe are distorted by 
the fact that the share of beef in post-war eastern Europe is 
very small and that other kinds of meat with a much lower 
actual meat content predominate. For instance, in Czecho- 
slovakia, the share of beef has decreased from 40 per cent in 
1936 to 28 per cent in 1957. 


Milk and milk products ; fresh milk : Milk is in 3.5 per cent 
fat content in Bulgaria and Hungary, 3.4 per cent in Czechoslo- 
vakia, and 3.2 per cent in Poland. In eastern Germany the 1936 
figure is in natural fat content, the post-war data in 2.5 per cent 
fat content for milk commercially sold and 3.5 per cent for 
self-consumption in agriculture. Since the share of the latter 
has decreased steeply between 1950 and 1957, the increase 
in fresh milk consumption is in part purely statistical. The 
figures “ milk and milk products (excluding butter)” (in kilo- 
grammes) were published as such in Czechoslovakia and 
Hungary. They have been calculated for Poland from total 
milk consumption by subtracting milk used for butter produc- 
tion. “Fresh milk” consumption includes cream (in milk 
equivalent) and sour milk, but not processed milk and milk 
products. 


Comparative prices and expenditures in western Germany, 
Hungary and Poland (Tables 11 and 12) 


The sources used are 19.A, 19.3 (No. 2, 1957), and 12.3. 


Methodology of family-budget inquiries in eastern Europe 
and in the Soviet Union (footnote 57) 


The following publications should be consulted: 


Bulgaria : 4.3 (No. 6, 1957 and No. 2, 1958); Czechoslovakia : 
5.3 (No. 1, 1956); eastern Germany: 9.3 (No. 7, 1956 and 
Nos 11-12, 1957); Hungary : 12.4; Poland: 19.6 (No. 2, 1956, 
No. 2, 1957 and No. 5-6, 1957); Rumania: 5.3 (No. 1, 1958); 
Soviet Union: 26.14 (No. 3, 1953), 26.34, 26.35, and 26.8 (No. 
2, 1958). 


r 


ee eee 


Volumes of retail trade turnover and total personal consumption 
In eastern Europe and the Soviet Union (Chart 1) 


Bulgaria (1.1V.1956 prices): 4.2 (pp. 75 and 80) and 4.5. Includes 
private trade; “food” excludes public catering and also 
tobacco (included under “ non-food ”). In recent years 
an increasing share not only of food, but also of handicrafts 
production has been sold through the retail network. 


Czechoslovakia (1957 prices): 5.9 (1958). Includes private 
trade; “ non-food” includes tobacco and “food” public 
catering; “non-food” also includes some services — e.g., 
repair, maintenance and tailoring. “Hidden” price 
increases give a serious upward bias to the trend of sales 
of manufactures. 


Eastern Germany : 9.1 (1956 and 1957). Series in current prices 
have been deflated by the official retail price index. Includes 
private trade; “non-food” includes tobacco and public 
catering. Handicrafts are included to the extent that there 
is an actual sale of goods, but not when the provision of 
services only is involved. Enterprise catering at specially 
cheap prices was included until 1953, as well as turnover 
on free markets. The weighting of the price index leads 
to an exaggeration of the fall in prices in 1950-1953 and does 
not take into account recent “ hidden” price increases. 


Hungary (1.1.1955 prices): 12.1 (1957). Covers all private 
trade (including supplies from local resources, which are 
not covered by the statistics in current prices in Appendix 
Table IV); “ food” includes tobacco and all public (includ- 
ing enterprise) catering. The official estimates for private 


Appendix B — Page 7 


trade are considered to be rough; variations in the share of 
producers’ goods in retail trade turnover and in supplies 
of consumers’ goods to institutions are quite considerable. 


Poland (1956 prices): 19.1. 1954 is estimated. Excludes private 
trade (a fairly constant share of the total over the period), 
but includes sales to institutions (some 7 per cent of the 
total); tobacco is included under “ non-food” and public 
(including enterprise) catering under “food”. The share 
of producers’ goods in the total was from 6 to 7 per cent 
in 1955-1957. 


Rumania : 21.1 (1958). Original data are in constant prices of 
an unspecified year. Excludes private trade; tobacco is 
under “ non-food”; “ food ” excludes public catering; some 
sales to institutions are also included. The exclusion of 
private trade gives a serious upward bias to the figures 
until 1953, a slight downward bias in 1954 and again an 
upward one in subsequent years. In 1952, the total volume 
of retail sales (including private trade) fell by some 7 to 8 
per cent, as against a | per cent increase in the volume of 
socialist trade. 


Soviet Union (1940 prices): 26.21. The 1956 and 1957 figures are 
in current prices, it being assumed that there has been no 
substantial change in prices since 1955. Excludes the 
Kolkhoz market; tobacco is under “non-food”, and 
“food” includes public catering. Sales of producers’ 
goods to collective farms are also included. The use of 
1940 prices probably involves the problem of pricing 
“new products” in the same way as for the production 
index. 


У. CONSUMPTION TRENDS IN WESTERN EUROPE 


Quantities of food consumed and expenditure elasticities (Table 5) 


Dairy products include liquid milk, butter and cheese; other 
animal products include meat, fish and eggs. 

For Belgium, Greece and the Netherlands, elasticities of expen- 
diture are based on the same estimates for private consumption 
as were used for Chart I. 

In addition to 35.4, 35.1 (January and June 1958), 32.1 (1955), 
and 33.1 (i) (1957), the following national sources were used: 

Denmark : 6.1 (No. 66, 1954); France : 8.2 (1957); Western 
Germany : 10.4; Norway: 18.4 (1957); Sweden: 23.5; United 
Kingdom : 27.7. 


Structure of expenditure on consumers’ durable goods (Table 11) 


France: 8.9 (No. 2, 1958); Sweden: 23.2 (1958); United 
Kingdom : 27.2 (1958); United States : 29.1 (July 1957). 

For the calculation of elasticities, the data on total private 
consumption in Tables 4, 7 and 10 were used. 


Growth of stock of selected consumers’ durable goods (Table 12) 


The general sources used are 30.2 and 31.2, supplemented 
by 29.7 for United States data. Figures for refrigerators and 
washing machines are from 36.2. 


Hire-purchase credit and its distribution (Table 13) 


As mentioned in the note to the table, credit for industrial 
and professional equipment has been excluded so far as possible. 
In the case of total credit outstanding, however, deduction of 
these items was usually not possible, and for the sake of com- 
parability the percentages in the final column of the table 
(credit outstanding as percentage of GNP) include such credit, 


even in the rare cases where exclusion was possible. GNP, total 
consumption, and consumption of durable consumers’ goods 
have been taken from the sources used for Tables 1 and 10. 
The sources for hire-purchase credit are the following: 


Austria : 2.5 (No. 5, 1958). Credits granted by seven specialized 
institutes only, representing about one quarter of total 
hire-purchase credits. According to a special inquiry with 
a wider coverage, made for the year 1953 (see 2.5 sup- 
plement No. 28, 1954), the percentage distribution between 
the various items is as follows: vehicles: 31; furniture and 
electric household appliances: 35; textiles and clothing: 
19: others 15: 

Belgium: 3.1. The series covers the greater part of all hire- 
purchase transactions. 

France: 8.7 (1956 and 1957). Credit outstanding with banks 
and specialized institutions. 

Western Germany: 10.5 (February 1958). Credit extended: 
specialized institutions only (about 60 per cent of all credit 
institutions). Credit outstanding: all credit institutions. 

Ireland : 14.1 (December 1957). The series relates to an annual 
inquiry, which is comprehensive. 

Norway : 18.5 (No. 24, 26 June 1958). Credit institutions only. 
The figures for vehicles probably include commercial 
vehicles. 

United Kingdom: 27.3 (16 February 1957 and 28 February 
1958). Data for vehicles include commercial vehicles. The 
series covers credit outstanding with household goods 
shops as well as with finance houses. Textiles and clothing 
are not included. 

United States : 29.2 (August 1958). Credits partly for business 
purposes could not be deducted. Excludes personal loans 
and repair and modernization loans. 
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Expenditure on drink and tobacco and other goods and services 
(Table 14) 


Expenditure on alcoholic drink and tobacco has been derived 
from the sources given below. Other expenditure was obtained 
by deducting from total “ other private consumption ”, as given 
in 35.1 (July 1958 and January 1959), the expenditure on drink 
and tobacco and that on fuel, light and household operation. 
Except where otherwise indicated, these latter expenditures 
were obtained from the same sources as for drink and tobacco. 


Austria : 30.7. Includes soft drinks. Other expenditure includes 
household operation. 

Belgium : 30.7. Includes soft drinks. 

Denmark : 35.5. Other expenditure in 1950 is from 6.6. Рог 
1956 it was assumed that expenditure on fuel and light and 
household operation was the same proportion of total 
private consumption as in 1952. 

Finland : 30.7. Includes soft drinks. 

France: 8.9 (No. 2, 1958). 

Western Germany : 35.5 and 30.8. Soft drinks and stimulants 
(tea, coffee, etc.) are included. 

Ireland: 14.5 (1956 and 1957). 

Italy : 15.4 (1956) and 15.5. Other expenditure is from 30.7. 

Netherlands : 17.3 (2nd and 3rd quarters 1958) and 17.5 (October 
1956 and April 1957). Other expenditure includes household 
operation. 

Norway : 30.7. Includes soft drinks. 

Sweden : 23.2 (1958). Other expenditure is from 39.7. 

United Kingdom : 27.2 (1958). Other expenditure is from 30.7. 


United States : 30.7. 


Per capita private consumption (Chart 1) 


Per capita consumption in 1950 for eight countries was taken 
from 35.6 (p. 76), and for the other countries of western Europe 
from 35.1, data in national currencies being converted into US 
dollars at 1950 official exchange rates. 

Average consumption for the countries shown was derived by 
weighting with 1950 population. 

Data for 1956 were derived by applying volume indices of 
per capita private consumption given in 35.1 (January 1959). 
Consumption in 1938 was derived in a similar manner, except 
in the following cases, where an index of private consumption 
was not available: 


Belgium: An index of per capita GNP was used. 


Netherlands, Greece and Turkey: It was assumed that the share 
of private consumption in GNP in 1938 at current prices, 
for which data are available, and at constant prices is 
identical. For the Netherlands this share was 74 per cent, 
for Greece 76 per cent and for Turkey 77 per cent. The 
percentage for Turkey relates to 1950, no data being avail- 
able for 1938. 


For Sweden, the index for 1938 was derived from 23.5. 


Long-term trends in food expenditure (Chart 2) 


Denmark : Pre-war: 6.5; post-war: 35.1 (January 1959). 
Пай: 15.5. 


Netherlands : Pre-war: 17.3 (3rd quarter 1949 and 3rd quarter 
1950); post-war: 35.1 (January 1959). 


Sweden : 23.5. 
United Kingdom : 27.A. 
United States: 1869 to 1928: 29.5; other years: 29.3. 


Growth of the motor-car park and the relative price of cars 
in the United States and in western Europe (Chart 4) 


For the United States the motor-car park and the average 
factory price were taken from 29.6 and weekly earnings from 
29.4. The motor-car park in western Europe was taken from 
35.3, supplemented by 31.2. The 1957 prices of the Renault 
Dauphine and the Morris Minor were taken from 15.6 (25 Octo- 
ber 1958). Prices for earlier years were determined by applying 
to the 1957 price the general price index for passenger cars in 
France (8.1) and the implied price index for all motor-cars and 
motor-cycles in the United Kingdom derived from 27.2 (1958). 

Weekly earnings and population were taken from national 


statistics. 


Increase in domestic supplies of certain consumers’ durable goods 
1952-1957 (Text table on p. 20) 


France : 8.10, 8.6 (1954 and 1957), 8.11. 

Western Germany : 10.3, 10.6, 8.8 (15 January 1958). In order to 
obtain home supplies, net exports, taken from trade sta- 
tistics, were deducted from figures of production. 

Norway : 18.3 (1955 and 1957). 

United Kingdom : 27.1. 

Indices of consumption of consumers’ durables and total 

private consumption are the same as those used in Tables 4 

and 10. 


Public expenditure on education and health (Text table on p. 27) 


In general national accounts data of public consumption 
could not be used, since they rarely distinguish different types 
of expenditure (other than defence). Recourse has therefore 
been had primarily to central government accounts. To the 
current net expenditure of the central government has been added 
that of local authorities, transfers from central to local govern- 
ment and all transfers to the private sector being excluded so 
far as possible. Full conformity with national accounting 
concepts cannot, however, be assured. 

The coverage differs from country to country. Education 
generally includes research and cultural activities (and sometimes 
religion) and public health sometimes includes expenditure on 
sanitary services, such as refuse collection. Further details of 
sources and coverage are given below: 


Austria : 2.4 (1956), 2.3. Net ordinary expenditure of all public 
authorities. 

Belgium : 36.1. Expenditure on education is made up of net 
state consumption expenditure, state contributions to local 
authorities for consumption purposes and net ordinary 
expenditure of local authorities. 

Denmark : 6.2 (1957). Current expenditure of all public authcr- 
ities. 

Finland : 7.2 (1957); 7.1 (1957). Central government consump- 
tion expenditure plus estimated expenditure of local author- 
ities. Public health includes sanitary services. 


France : The figure for education in 1955 is taken from 8.5 
(p. 122) and represents total expenditure for education and 
culture. 

Western Germany: 10.1 (May 1958). Consolidated current 
expenditure. Education includes religion. 


Greece : 11.2. 


Ireland: 14.4 (1957). Expenditure on education from public 
funds. 


Ttaly : 15.4 (1957). The data for education relate to financial 
years, and include all expenditure of the central government 
and local authorities. Some double counting, and the 
inclusion of investment outlays, is therefore probably 
involved. 
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Luxembourg : 16.1 (1958). The data for education refer to the 
total consumption expenditure of the central government 
and the communes, as given in the annex. 


Netherlands : 36.1, 17.4. Education expenditure by the com- 
munes has been estimated. 


Norway : 18.6 (1958). Figures partly estimated for local author- 
ities, and for the central government probably include some 
capital outlays. 


Sweden : 23.1 (1957). Education: state current expenditure 
(average of two financial years) and local government net 
expenditure. Health: total net public expenditure for health 
and care of the sick (running costs and investment) as 
shown in a special annual table. 

Switzerland: 24.4. Total current expenditure of all public 
authorities (consolidated). 


United Ктраст: 27.2 (1958). 


Exports of selected European countries and the United States by main commodity groups and by areas of destination 
(Apppendix Table XIV) 


This table is a continuation of Table XI of the Survey 
for 1957, the sources and methods for which are described in 
Appendix B, pp. 10-12, of that Survey. The only differences 
between the two tables are as follows: 


“ Semi-industrialized countries” now include Argentina, 
Brazil, Chile, Mexico, Union of South Africa, Oceania, India, 
Pakistan, and China. 


Exports to Ghana in 1956 are included (as before) under 
trade with “ British overseas territories”. In 1957, however, 
trade with Ghana is included under the heading “ Other in 
Africa”, and in this year’s tables both French and United 
Kingdom exports to Ghana are included under exports to 
“ Other in Africa” both for 1956 and for 1957. 


The change in the classification of Morocco and Tunisia from 
“ Affiliated overseas territories ” to “ Other overseas countries: 
in Africa” is on exactly the same lines as the treatment of 
Ghana just described above. 


For the Netherlands SITC group 691 is excluded in both 
years from ECE group 8 and included in group 20, and part 
of SITC group 652 is excluded from ECE group 18 and included 
in group 20. Furthermore, in 1957 SITC group 689 is excluded 
from ECE group 3 and included in group 20, while SITC 
groups 651 and part of 653 are excluded from ECE group 18 
and included in group 20. 


LIST OF SOURCES QUOTED IN APPENDIX B 


ALBANIA 
11 Zeri i Popullit. Daily. 
1.2 Bashkimi. Daily. 
1.3 Komision té planit té shtetit: Ekonomia popullore. Every two months. 
1.4 Agence télégraphique albanaise, Paris: Albanie. Irregular. 
AUSTRIA 
2.1 Osterreichisches Statistisches Zentralamt: Statistische Nachrichten. Monthly. 
2.2 Osterreichisches Statistisches Zentralamt: Statistik des Aussenhandels Osterreichs. Quarterly. 
2.3 Osterreichisches Statistisches Zentralamt in collaboration with the Buidesministerium fiir Finanzen: Gebarungsiiber- 
sichten 1956 fiir die Bundesldnder, Bezirksfiirsorgeverbdnde und Gemeinden. 1958. 
2.4 Rechnungshof: Bundesrechnungsabschluss der Republik Osterreich fiir das Verwaltungsjahr.... Annual. 
2.5. Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung. Monthly. 
2.6  Statistische Ubersichten zu den Monatsberichten des Osterreichischen Institutes fiir Wirtschaftsforschung. Monthly. 
2.7. + Nationalrat: Bundesfinanzgesetz. Annual. 
2.8  Arbeiterkammer fiir Wien: Jahrbuch 1956. 1957. 
BELGIUM 
3.1 Institut national de statistique: Bulletin de statistique. Monthly. 
3.2 Institut national de statistique: Bulletin mensuel du commerce extérieur de ГОтоп économique belgo-luxembourgeoise. 
3.3 ‘Institut national de statistique: Annuaire statistique de la Belgique et du Congo belge. 
3.4 Chambre des Représentants: Budget des recettes et des dépenses. Exposé général. Annual. 
3.;5 Ministére du travail et de la prévoyance sociale de Belgique: Revue du travail. Monthly. 
3.6 Ministére des affaires économiques: L’économie belge. Annual. 
3.7 Bulletin de l'Institut de recherches économiques et sociales, Louvain. Eight times a year. 
3.8  Ministére des affaires économiques: Bulletin mensuel de la direction générale des études et de la documentation. 
3.9 Fédération des entreprises de l’industrie des fabrications métalliques (FABRIMETAL), Brussels: Bulletin hebdomadaire 
@’ information et de liaison. 
3.10 Banque nationale de Belgique: Bulletin d’information et de documentation. Monthly. 
3.11 Ministére des affaires économiques: Douziéme rapport relatif au probléme des investissements, 1956. 1957. 
BULGARIA 
4.1 — Rabotnichesko delo. Daily. 
4.2 Tsentralno statistichesko upravlenie pri Ministerskiya savet: Statistitchesky godishnik na Narodna Republika Bulgaria 
— skrateno izdanie — 1956. 1957. 
4.3 Tsentralno statistichesko upravlenie pri Ministerskiya savet: Statistika. Every two months. 
44 Ministerstvo na trgoviyata: Vneshna trgoviya. Monthly. 
4.5 Tsentralno statistichesko иргамеше pri Ministerskiya savet: Statistitchesky izvestiia. Quarterly. 
4.6 Trud. Daily. 
4.A Information supplied by the Government. 
CZECHOSLOVAKIA 
5 Rudé Ргауо. Daily. 
5.2 Ceskoslovenska akademie zemédélskych véd у Praze: Za socialistické zemédelstvi. Monthly. 
5.3 Statni ufad statisticky: Statisticky obzor. Monthly. 
5.4 Technickoorganisaéni vyzkumny ustav strojirensky: Podnikovd organisace. Monthly. 
5.5  Ceskoslovensk4 obchodni komora : Zahraniént obchod. Monthly. 
5.6 Statni trad planovaci: Pldnované hospoddfstvi. Monthly. 
5.7 Statni fad statisticky: Statistické zpravy. Monthly. 
5.8 Ministerstvo vnitra: Ufedni list Ceskoslovenské Republiky. Irregular. 
5.9  Stdatni ша statisticky: Statistickd roéenka Republiky Ceskoslovenské. Annual. 
5.10 Hospodadrské noviny. Orbis. Weekly. 
5.11 Ustiedni vybor komunistické strany Ceskoslovenska: Novd туз. Monthly. 
5.12 Prague News Letter. Orbis. Fortnightly. 


— 


DENMARK 
6.1  Statistisk departement: Statistiske efterretninger. Frequent but irregular. 
6.2 Statistisk departement: Statistisk drbog. Annual. 
6.3 Statistisk departement: Vareomsetningen med udlandet. Monthly. 
6.4  Statistisk departement: Danmarks vareindforsel og -udforsel. Annual. 
6.5 Statistisk departement:: Nationalproduktet og nationalindkomsten 1930-46. 1948. 
6.6 Statistisk departement: Nationalindkomsten 1938 og 1947-54. 1955, 
6.7 Economic Survey of Denmark. Ministry for Foreign Affairs. Annual. 
6.8 | Erhvervsekonomisk institut: Е.М. Erhvervsokonomiske meddelelser. Monthly. 
6.9  Statistisk departement: Aldersfordelingen i 1950 og i de kommende dr, kon, alder og egteskabelig stilling ved folketellingen 
1950. 1955. 
FINLAND 
74 Tilastollinen paatoimisto — Statistiska centralbyran: Suomen tilastollinen vuosikirja — Statistisk drsbok Гог Finland. 
Annual. 
7.2 Ministry of Finance: Economic Survey. Annual. 
7.3 Tullihallitus — Tullstyrelsen: Ulkomaankauppa, kuukausijulkaisu — Utrikeshandel, mdanadspublikation. Monthly. 
7.4 Tullihallitus — Tullstyrelsen: Ulkomaankauppa, vuosijulkaisu — Utrikeshandel, drspublikation. Annual. 
7.5 Tilastollinen paatoimisto — Statistiska centralbyran: Tilastokatsauksia — Statistiska dversikter. Monthly. 
7.6 Valtiovarainministerién kansantalousosasto — Finansministeriets avdelning for folkhushallningen: Suhdannesarjat — 
Konjunkturserier. Monthly. 
7.7 Sosiaaliministerid — Socialministeriet: Sosiaalinen aikakauskirja — Social tidskrift. Every two months. 
7.8 Bank of Finland: Monthly Bulletin. 
FRANCE 
8.1 Institut national de la statistique et des études économiques: Bulletin mensuel de statistique. 
8.2 Institut national de la statistique et des études économiques: Annuaire statistique de la France. 
8.3 Direction générale des douanes et droits indirects: Statistique mensuelle du commerce extérieur de la France. 
8.4 Direction générale des douanes et droits indirects: Tableau général du commerce extérieur. Commerce de la France avec 
la zone franc et les pays étrangers. Annual. 
8.5 Ministére des finances, des affaires économiques et du plan: Rapport sur les comptes de la Nation de l’année 1957. 1958. 
8.6 Ministére de l’industrie et du commerce: Annuaire de statistique industrielle 1957. 1957. 
8.7 Conseil national du crédit: 
(i) Rapport annuel. 
(ii) Annexes au rapport annuel. 
8.8 Centre national du commerce extérieur: Moniteur officiel du commerce et de l’industrie. Twice a week. 
8.9 Centre de recherches et de documentation sur la consommation (CREDOC) : Consommation. Quarterly. 
8.10 Union pour |’étude du marché de I’électricité (UNIMAREL): Vente et niveau d’emploi des principaux appareils électro- 
ménagers. 1955. 
8.11 Crédit a l’équipement électro-ménager (CETELEM): Le Marché des appareils ménagers en France. 1957. 
8.12 Ministére des finances: Statistiques et études financiéres. Monthly. 
8.13 Société d’études et d’informations économiques: Perspectives. Weekly. 
8.14 “Loi de finances pour 1959” : Journal officiel de la République frangaise. Lois et décrets. Vol. 90, No. 303, pp. 12071-12113, 
31 December 1958. 
8.15 Institut national de la statistique et des études économiques: Recensement général de la population de mai 1954. Résultat 
du sondage au 1120°. 1956. 
8.16 Institut national de la statistique et des études économiques: Etudes statistiques, supplément trimestriel du Bulletin mensuel 
de statistique. 
817 Ministére des finances, des affaires économiques et du plan: Rapport sur les comptes de la Nation. Vol. I. Rapport et 
comptes 1949-1955. 1955. 
8.18 Rapport du fonds de développement économique et social. Supplement to 8.12. 
8.A Information supplied by the Institut national de la statistique et des études économiques. 


EASTERN GERMANY 


9.1 
9.2 


9.3 
9.4 
9.5 


Staatliche Zentralverwaltung fiir Statistik: Statistisches Jahrbuch der Deutschen Demokratischen Republik. Annual. | 

Staatliche Zentralverwaltung fiir Statistik: Vierteljahreshefte zur Statistik der Deutschen Demokratischen Republik. 
Quarterly. 

Staatliche Zentralverwaltung fiir Statistik: Statistische Praxis. Monthly. 

Die Wirtschaft. Verlag die Wirtschaft. Weekly. 

Neues Deutschland. Daily. 


WESTERN GERMANY 


10.1. Statistisches Bundesamt, Wiesbaden: Wirtschaft und Statistik. Monthly. 

10.2 Statistisches Bundesamt, Wiesbaden: Der Aussenhandel der Bundesrepublik Deutschland. Monthly: 
(i) Teil 1: Zusammenfassende Ubersichten. 
(ii) Teil 2: Waren nach Herstellungslandern und Verbrauchsldndern. 
(iii) Teil 3: Bezugs- und Absatzgebiete nach Warengruppen und -untergruppen. 
(iv) Teil 5: Special Trade according to the Standard International Trade Classification (SITC Я 

10.3 Statistisches Bundesamt, Wiesbaden: Die Industrie der Bundesrepublik Deutschlana. Sonderheft 11. Die industrielle 
Produktion 1951-1955. 1956. 

10.4 Statistisches Bundesamt, Wiesbaden: Preise, Léhne, Wirtschaftsrechnungen. Reihe 6. Einzelhandelspreise und Index- 
zahlen der Verbraucherpreise 1956. 1958. 

10.5. Monthly Report of the deutsche Bundesbank [formerly Bank deutscher Lander], Frankfurt. 

10.6 Der Volkswirt. Supplement to No. 37, 1958: “ Kalte in Wirtschaft und Technik ”. 

10.7. Bundesminister der Finanzen: Bundeshaushaltsplan fiir das Rechnungsjahr 1958. 1958. 

10.8  Statistisches Bundesamt, Wiesbaden: Statistisches Jahrbuch fiir die Bundesrepublik Deutschland. 

10.9 Statistisches Bundesamt, Wiesbaden: Die voraussichtliche Bevélkerungsentwicklung bis 1982. 1955. 

10.10 Deutsches Institut fiir Wirtschaftsforschung, Berlin: Wochenbericht. Weekly. 

10.11 Statistisches Bundesamt, Wiesbaden: Statistischer Wochendienst. Weekly. 

10.12 Statistisches Bundesamt, Wiesbaden: Die Industrie der Bundesrepublik Deutschland. Reihe I: Beschdaftigung und Umsatz. 
Brennstoff- und Energieversorgung. Monthly. 

10.13 Statistisches Bundesamt, Wiesbaden: Statistische Berichte : Arb. Nr. V/30 : Der Interzonenhandel des Bundesgebietes und 
West-Berlins mit dem Wahrungsgebiet der DM-Ost. Monthly. 


GREECE 


111 Еще statistike uperesia (National Statistical Service): Meniaion deltion statistikes exioterikoii — Monthly Bulletin of 
External Trade Statistics. 

11.2 Hypourgeion syntonismou (Ministry of Co-ordination): Ethnikoi logariasmoi the Ellados 1956 — National Accounts of 
Greece 1956. 1957. 


HUNGARY 


12.1 K6zponti statisztikai hivatal: Magyar statisztikai zsebkényy. Annual. 

12.2 Kd6zponti statisztikai hivatal: Az élelmiszerfogyasztds alakuldsa Magyarorszdgon. 1957. 
12.3 Kézponti statisztikai hivatal: Aralakulds Magyarorszdgon 1938-ban 65 1949-1955-ben. 1957. 
12.4 KGzponti statisztikai hivatal: Otezer csaldd 1956 évi hdztartdsi feljegyzései. 1957. 

12.5 Népszabadsdg. Daily. 

12.6 K6zponti statisztikai hivatal: Statisztikai havi kézlemények. Monthly. 


ICELAND 


13.1 Hagstofa: Hagrtidindi. Monthly. 
13.2 Hagstofa: Verzlunarskyrslur. Annual. 


IRELAND 


141 Central Statistics Office: Irish Trade Journal and Statistical Bulletin. Quarterly. 
14.2 Central Statistics Office: Trade Statistics of Ireland. Monthly. 

14.3 Central Statistics Office: Trade and Shipping Statistics. Annual. 

14.4 Central Statistics Office: Statistical Abstract of Ireland. Annual. 

14.5 Central Statistics Office: Irish Statistical Survey. Annual. 


ITALY 


15.1 _—Istituto centrale di statistica: Bollettino mensile di statistica. 

15.2 Istituto centrale di statistica: Statistica mensile del commercio con Геяего. 

15.3 Istituto centrale di statistica: Statistica annuale del commercio con Гезего. 

15.4 Ministro del bilancio e Ministro del tesoro: Relazione generale sulla situazione economica del Paese. Annual. 

15.5 Istituto centrale di statistica: Sommario di statistiche storiche italiane 1861-1955. 1958. 

15.6 Istituto per gli studi di economia: Mondo economico, Milan. Weekly. 

15.7  Вапса d'Italia: Assemblea generale ordinaria dei partecipanti. (Relazione del Governatore sull’esercizio). Annual. 

15.8 Istituto centrale di statistica: Alcuni principali risultati delle rilevazioni delle forze di lavoro negli anni 1954-1957. 1958. 
15.9 Istituto centrale di statistica: Notiziario Istat. Foglio 34. Serie 3 — Popolazione. November 1958. 
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"15.10 


Commissione parlamentare di inchiesta sulla disoccupazione: La disoccupazione in Italia — Relazioni dei gruppi di lavoro. 

Vol. П — Tomo 3. 1953. 

15.11 Associazione bancaria italiana: Bancaria. Monthly. 

15.12 Ministero del lavoro e della previdenza sociale: Statistiche del lavoro. Quarterly. [With irregular supplements.] 

15.13 Istituto centrale di statistica: Rilevazione nazionale delle forze di lavoro, 8 novembre 1957. 1958. 

15.14 Istituto centrale di statistica: 111 censimento generale dell’ industria e del commercio, 5 novembre 1951. Vol. XVI: Arti- 
gianato. Vol. XVII: Dati generali riassuntivi. 1957, 

LUXEMBOURG 

16.1 — Ministére des finances: Projet de loi concernant le budget des recettes et des dépenses de I’Etat pour l’exercice... Annual. 

NETHERLANDS 

17.1 Centraal bureau voor de statistiek: Maandstatistiek van de in-, uit- en doorvoer per goederensoort. 

17.2 Centraal bureau voor de statistiek: Maandstatistiek van de in-, uit- en doorvoer per land. 

17.3 Centraal bureau voor de statistiek: Statistische en econometrische onderzoekingen. Quarterly. 

17.4 Centraal bureau voor de statistiek: Statistiek der gemeentefinancién — Comptabele gegevens 1952-1956. 1958. 

17.5 Centraal bureau voor de statistiek: Maandschrift. 

17.6 Minister van financién: Nota betreffende de toestand van’s Rijks financién — Behorende bij de ontwerp-begroting. Annual. 

17.7 Centraal bureau voor de statistiek: Statistisch zakboek. Annual. 

17.8 Centraal bureau voor de statistiek: Berekeningen omtrert de toekomstige loop der Nederlandse bevolking. 1951. 

17.9 Centraal bureau voor de statistiek: Statistisch bulletin. [Frequent but irregular.] 

17.10 Centraal bureau voor de statistiek: Sociale maandstatistiek. 

17.11 Centraal bureau voor de statistiek: Statistiek der lonen. Irregular. 

NORWAY 

18.1 Statistisk sentralbyra: Mdnedsoppgaver over vareomsetningen med utlandet. Monthly. 

18.2 Statistisk sentralbyra: Norges handel. Annual. 

18.3 Statistisk sentralbyra: Okonomisk utsyn. Annual. 

18.4 — Statistisk sentralbyra: Statistisk drbok for Norge. Annual. 

18.5 Statistisk sentralbyra: Aktuell statistikk. Irregular. [Roneoed document.] 

18.6 Finans- og tolldepartementet: Nasjonalbudsjettet. Annual. 

18.7 Finans- og tolldepartementet: Statsbudsjettet for budsjett-terminen 1958-1959. 1958. 

18.8 Arbeidsdirektoratet: Arbeidsmarkedet. Monthly. 

18.9 Statistisk sentralbyra: Norges industri — Produksjonsstatistikk. Annual. 

POLAND 

19.1 Glowny urzad statystyczny: Rocznik statystyczny. Annual. 

19.2 Gospodarka planowa. Polskie wydawnictwa gospodarcze. Monthly. 

19.3 Gtowny urzad statystyczny: Biuletyn statystyki warunkéw Буш, Nr 2 — И’. ‘yniki badan Биде» rodzinnych za I pdlrocze 
1957 К. 

19.4 Trybuna ludu. Daily. 

19.5 Gtowny urzad statystyczny: Biuletyn statystyczny. Monthly. 

19.6 Gltowny urzad statystyczny: Wiadomosci statystyczne. Every two months. 

19.A Information supplied by the Central Statistical Office. 

PORTUGAL 

20.1 Instituto nacional de estatistica: Boletim mensal. 

20.2 Instituto nacional de estatistica: Comércio externo. Annual. 

RUMANIA 

Ziel Directia centrala de statisticd: Anuarul statistic al R.P.R. Annual. 

2152 Scinteia. Daily. 

21.3 Munca. Daily. 

21.4  Directia centrala de statisticd: Buletin statistic trimestrial. Quarterly. 

SPAIN 

22.1 Direccién general de aduanas: Estadistica del comercio exterior de Espafia. Monthly. 

22.2 ~+Direccién general de aduanas: Estadistica del comercio exterior de Espafia. Annual. 


22.3 


Direccién general de aduanas: Espana 1 clasificacién uniforme para el comercio internacional. Annual. 
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SWEDEN 


23.1 Statistiska centralbyran: Statistisk drsbok for Sverige 

23.2 Konjunkturinstitutet: Konjunkturldget. Half-yearly. (Autumn issue.) - 
23.3 Kommerskollegium: Médnadsstatistik дуег handeln. [Supplement to Kommersiella meddelanden.] 
23.4 Kommerskollegium: Handel. Annual. 

23.5 Bentzel, R.: Den privata konsumtionen i Sverige 1931-65. Industriens utredningsinstitut, Stockholm. 1957. 
23.6  Riksrakenskapsverket: Budget-redovisning Гог budgetdret. . . Annual. 

237 + Riksdagen: Riksstat for budgetdret 1958/59. 1958. 

23.8  Riksdagen: Statsverkets tillstind och behov under budgetdret 1959/60. 1959. 

23.9  Finansdepartementet: Balanserad expansion — Bilagor : Sdrskilda utredningar. 1957. 

23.10 Riksdagen: Prelimindr nationalbudget for dr 1959. [Annex to 23.8.] 

23.11 Konjunkturinstitutet: Nationalbudget for dr... Annual. 

23.12 Socialstyrelsen; Sociala meddelanden. Monthly. 

23.13 Meddelanade fran socialstyrelsens Буга for léne- och sysselsdttningsstatistik. Irregular. 

23.14 Kommerskollegium: Kommersiella meddelanden. Monthly. 


SWITZERLAND 


241 — Direction générale des douanes fédérales: Statistique mensuelle du commerce extérieur de la Suisse. 

24.2 Direction générale des douanes fédérales: Statistique annuelle du commerce extérieur de la Suisse. 

24.3 Direction générale des douanes fédérales: Statistique du commerce suisse, rapport annuel. 

24.4 Bureau fédéral de statistique: Finances et impéts de la Confédération, des cantons et des communes 1956/57. 1958. 
24.5 Neue Ziircher Zeitung. Zurich. Daily. 


TURKEY 


25.1 Istatistik umum miidiirliigii: Aylik istatistik biilteni — Monthly Bulletin of Statistics. 

25.2 —_Istatistik umum miidiirliigii: Dis ticaret aylik istatistik — Ozel ticaret — Seri I — Statistique mensuelle du commerce 
extérieur — Commerce spécial — Série I, Quarterly. 

25.3 Istatistik umum miidiirliigii: Dis ticaret istatistiklerine mahsus tip tasnifin béliim, grup ve pozisyonlarina gore tertip edil- 
mistir — Kisim 4: Ozel ticaret. Madde ve madde gruplari itibarile ithalat ve ihracat — Statistique du commerce 
extérieur selon les sections, groupes et positions de la classification type pour le commerce international. Partie 4: | 
Commerce spécial. Importations et exportations par articles et par groupe d’articles. Quarterly. 


UNION OF SOVIET SOCIALIST REPUBLICS 


26.1 Izvestia. Daily. 

26.2 Pravda. Daily. 

26.3 Trud. Daily. 

26.4  Ministerstvo selskogo khozyaistva S.S.S.R.: Selskoe Khozyaistvo. Daily. 

26.5 U.S.S.R. Society for Cultural Relations with Foreign Countries (VOKS): Moscow News. Twice a week. 

26.6 Tsentralny Komitet Kommunisticheskoi partii Sovetskogo Soyuza: Kommunist. Eighteen times a year. 

26.7 Ministerstvo selskogo khozyaistva S.S.S.R.: Ekonomika selskogo khozyaistva [formerly Sotsialisticheskoe Selskoe Kho- 

zyaistvo|. Monthly. 

26.8 Gosudarstvenny komitet Soveta Ministrov S.S.S.R. po voprosam truda i zarabotnoi platy: Sotsialistichesky Trud. 
Monthly. 

26.9 Ministerstvo vneshnei torgovli 5.5.5.В.: Vneshnyaya Torgoyvlva. Monthly. 

26.10 Ministerstvo vneshnei torgovli S.S.S.R.: Vneshnyaya Torgovlya (Statistichesky Obzor). [Until 1938.] Monthly. 

26.11 Méinisterstvo torgovli S.S.S.R.: Sovetskaya Torgovlya. Monthly. 

26.12 Ministerstvo finansov S.S.S.R.: Finansy SSSR [formerly Finansy i Kredit SSSR]. Monthly. 

26.13 Gosudarstvenny bank S.S.S.R.: Dengi i Kredit. Monthly. 

26.14 Tsentralnoe statisticheskoe upravlenie: Vestnik Statistiki. Monthly. 

26.15 Institut Ekonomiki Akademii Nauk S.S.S.R.: Voprosy Ekonomiki. Monthly. [Since May 1958 exists in an autHorized 
translation, published by International Arts and Sciences Press, New York, under the title Problems of Ec onomics.] 

26.16 Institut prava im. A. Ya. Vyshinskogo Akademii Nauk S.S.S.R.: Sovetskoe Gosudarstvo i Pravo. Monthly. 

26.17 Gosplan 5.5.5.В.: Planovoe Khozyaistvo. Monthly. 

26.18 Ministerstvo vneshnei torgovli $.S.S.R.: Vneshnyaya torgovlya za 1956 god. 1958. 

26.19 Ministerstvo vneshnei torgovli 5.5.5.В.: Vneshnyaya torgovlya za 1957 god. 1958. 

26.20 Tsentralnoe statisticheskoe upravlenie: Kulturnoe stroitelstvo SSSR. 1956. 

26.21 Tsentralnoe statisticheskoe upravlenie: Sovetskaya torgovlya. 1956. 

26.22 Tsentralnoe statisticheskoe upravlenie: Narodnoe khozyaistvo SSSR у 1956 godu. 1957. 

26.23  Tsentralnoe statisticheskoe upravlenie: Transport i 5ууаг SSSR. 1957. 

26.24 Tsentralnoe statisticheskoe upravlenie: Promyshlennost SSSR. 1957. 

26.25 Tsentralnoe statisticheskoe upravlenie: Dostizhenia sovetskoi Уаз za 40 let у tsifrakh. 1957. 
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26.26 
26.27 
26.28 
26.29 
26.30 
26.31 
26.32 
26.33 
26.34 
26.35 
26.A 


Tsentralnoe statisticheskoe upravlenie: Робеупуе ploshchadi SSSR. 1957. 
Tsentralnoe statisticheskoe upravlenie: Chislennost skota у SSSR. 1957. 
Tsentralnoe statisticheskoe upravlenie: SSSR y tsifrakh. 1958. 
Ugltekhizdat: Ugolnaya promyshlennost SSSR. 1957. 

Soviet Embassy, London: Soviet News. Daily. 

Soviet Embassy, London: Soviet Weekly. 


Gosudarstvennoe nauchnoe izdatelstvo: Bolshaya Sovetskaya Entsiklopedia, 2nd edition. 1950-1958. 
Katalnikov, I. F.: Statistika sovetskoi torgovli. 1957. 


Kurs ekonomicheskoi statistiki. (Petrov, A. I. ed.). 2nd edition. Gosudarstvennoe statisticheskoe izdatelstvo. 1954. 
Partigul, S. P.: Statistika materialnogo i kulturnogo игоупуа naroda. 1956. 


Information supplied by the Ministry of Agriculture to the ECE Committee on Agricultural Problems. 


UNITED KINGDOM 


27.1 Central Statistical Office: Monthly Digest of Statistics. 

27.2 Central Statistical Office: National Income and Expenditure. Annual. 

27.3 Board of Trade Journal. Weekly. 

27.4 Board of Trade: Accounts relating to Trade and Navigation of the United Kingdom. Monthly. 

27.5 Commissioners of H.M. Customs and Excise: Annual Statement of the Trade of the United Kingdom with Commonwealth 
Countries and Foreign Countries. 

27.6 Board of Trade: Report on Overseas Trade. Monthly. 

Biel National Food Survey Committee: Domestic Food Consumption and Expenditure : 1954. 1956. 

27.8 Treasury: Financial Statement. Annual. 

27.9 Ministry of Labour Gazette. Monthly. 

27.10 Third Report of the Overseas Migration Board. 1957. 

27.11 Central Statistical Office: Economic Trends. Monthly. 

27.A Estimates of Mr. W. Beckerman, based оп original data prepared by Prof. J.R.N. Stone (see also footnote 6, Chapter V). 

YUGOSLAVIA 

28.1 Savezni zavod га statistiku: Indeks meseéni pregled privredne statistike FNRJ. Monthly. 

28.2 Sluzbeni list FNRJ. Weekly. 

28.3 Ekonomska politika. Weekly. 

28.4 Federal Chamber of Foreign Trade: Commercial Information. Monthly. 

28.5 Institut za spoljnu trgovinu: Tromeseéni privredni izve§taj. Quarterly. 

28.6 Savezni zavod za statistiku: Statisti¢ki godiinjak FNRJ. Annual. 

28.7 Savezni zavod za statistiku: Plate и privredi. Annual. 

28.8 Savezni zavod za statistiku: Statistika spoljne trgovine FNR Yugoslavije. Quarterly. 

28.9  Privredni pregled. Three times a week. 


UNITED STATES OF AMERICA 


29.1 
29.2 
29.3 


29.4 


29.5 
29.6 
29.7 
29.8 
29.9 


Department of Commerce: Survey of Current Business. Monthly. 

Board of Governors of the Federal Reserve System: Federal Reserve Bulletin. Monthly. 

Department of Agriculture: Agriculture Handbook No. 62 — Supplement for 1956 to Consumption of Food in the United 
States 1909-52. 1957. A. 

Bureau of the Census: Historical Statistics of the United States 1789-1945 — A Supplement to the Statistical Abstract of 
the United States. 1949. | 

Kuznets, S.: National Product since 1869. National Bureau of Economic Research, New York. 1946. 

National Automobile Chamber of Commerce: Facts and Figures of the Automobile Industry. New York. Annual. 

Bureau of the Census: Statistical Abstract of the United States. Annual. 

Department of Agriculture: Agricultural Statistics 1957. 1958. | | 

Department of Commerce: World Trade Information Service — Part 3 — Statistical Reports : various subjects, of which 

the following series: Total Export and Import Trade of the United States. Monthly. 


UNITED NATIONS, NEW YORK 


30.1 
30.2 
30.3 


30.4 


Statistical Office: Monthly Bulletin of Statistics. 


Statistical Office: Statistical Yearbook. | | 
Statistical Office (Jointly with the International Monetary Fund and the International Bank for Reconstruction and 
Development): Direction of International Trade. (Statistical Papers, Series T.). Monthly. 18 ing ты 
Statistical Office: Commodity Trade Statistics according to the Standard International Trade Classification (Statistical 


Papers, Series D.). Quarterly. 


30.5 Statistical Office: Yearbook of International Trade Statistics. va 

30.6 Statistical Office: Standard International Trade Classification (Statistical Papers, Series M., No. 10). Second edition. 1951. 
30.7 Statistical Office: Yearbook of National Accounts Statistics 1957. 1958. 

30.8 Statistical Office: Statistics of National Income and Expenditure (Statistical Papers, Series H., No. 10). 1957. 


ECONOMIC COMMISSION FOR EUROPE, GENEVA 


31.1. Economic Bulletin for Europe. Three times a year. 
31.2 Annual Bulletin of Transport Statistics for Europe 1957. 1958. 


INTERNATIONAL LABOUR ORGANISATION, GENEVA 
32.1 Year Book of Labour Statistics. 


FOOD AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS, ROME 


33.1 Yearbook of Food and Agricultural Statistics : 
(i) Part Г: Production. 
(ii) Part II: Trade. 

33.2 Food Balance Sheets. 1949. 


INTERNATIONAL MONETARY FUND, WASHINGTON, D.C. 


34.1 International Financial Statistics. Monthly. 


ORGANIZATION FOR EUROPEAN ECONOMIC CO-OPERATION, PARIS 


35.1 OEEC Statistical Bulletins — General Statistics. Every two months. 
35.) OEEC Statistical Bulletins — Foreign Trade : 
(i) Series I — Foreign Trade by Areas. Every two months. 
(ii) Series II — Foreign Trade by Commodity Categories and by Area. Quarterly. 
(iii) Series Ш — Foreign Trade of Selected Commodities. Quarterly. 
(iv) Series IV — Foreign Trade by Commodity and Area of Origin and Destination. One issue for each of the following 
countries: 
Austria, Belgium-Luxembourg, Canada, Denmark, France, Germany (Fed. Rep.), Greece, Iceland, Ireland, 
Italy, Netherlands, Norway, Portugal, Sweden, Switzerland, Turkey, United Kingdom, United States of America. 
Semi-annual. 
35.3 OEEC Statistical Bulletins — Industrial Statistics 1900-1957, Production — Consumption — Imports — Exports. 1958. 
35.4 OEEC Statistical Bulletins — Agricultural and Food Statistics. 1956. 
BIS) Statistics of National Product and Expenditure, No. 2, 1938 and 1947 to 1955. 1957. 
35.6 | Comparative National Products and Price Levels (Milton Gilbert and Associates). 1958. 
35.A Information supplied by the OEEC. 


MISCELLANEOUS 


36.1 Union douaniére Néerlando-Belgo-Luxembourgeoise: Etude comparative des budgets Néerlandais, Belge et Luxembour- 
geois ayant trait aux années 1953-1954-1955-1956. 1956. 

36.2 — Несе, Jacques de, and Tiberghien, Eric: Le développement des applications domestiques de l’énergie électrique de 1953 
а 1956. Union internationale des producteurs et distributeurs d’énergie électrique, Paris. 1958. (Congrés de Lau- 
sanne 1958.) 


36.3 Union douaniére Néerlando-Belgo-Luxembourgeoise: Etude comparative des budgets Néerlandais, Belge et Luxembour- 
geois ayant trait aux années 1955-1958. 1958. 


a! 


eS ee 


ES eC cee eee ee 


SALES AGENTS FOR UNITED NATIONS PUBLICATIONS 


ARGENTINA 

Editorial Sudamericana, S.A., Alsina 500, 
Buenos Aires. 

AUSTRALIA 

Н. A. Goddard, A.M.P. Bldg., 50 Miller 
St., North Sydney; and 90 Queen St., 
Melbourne. 

Melbourne University Press, 369/71 
Lonsdale Street, Melbourne С.1. 
AUSTRIA 

Gerold & Co., Graben 31, Wien, 1. 

В. Wiillerstorff, Markus Sittikysstrasse 10, 
Salzburg. 

BELGIUM 

Agence et Messageries de [а Presse, S.A., 
14-22, rue du Persil, Bruxelles. 

W. H. Smith & Son, 71-75, boulevard 
Adolphe-Max, Bruxelles. 

BOLIVIA 

Libreria Selecciones, Casilla 972, La Paz. 
BRAZIL 

Livraria Agir, Rua Mexico 98-B, Caixa 
Postal 3291, Rio de Janeiro. 

BURMA 

Curator, Govt. Book Depot, Rangoon. 
CANADA 

Ryerson Press, 299 Queen St. West, 
Toronto. 

CEYLON 

Lake House Bookshop, Assoc. Newspapers 
of Ceylon, P.O. Box 244, Colombo. 


CHILE 

Editorial del Pacifico, Ahumada 57, 
Santiago. 

Librerla 1уепз, Casilla 205, Santiago. 
CHINA 


The World Book Co., Ltd., 99 Chung 
King Road, Ist Section, Taipeh, Taiwan. 
The Commercial Press, itd., 211 Honan 
Rd., Shanghai. 

COLOMBIA 

Libreria Buchholz, Bogota. 

Libreria América, Medellin. 

Librerfa Nacional, Ltda., Barranquilla. 


COSTA RICA 

Imprenta у Libreria Trejos, Apartado 
1313, San José. 

CUBA 

La Casa Belga, O'Reilly 455, La Habana. 


CZECHOSLOVAKIA 

Ceskoslovensky Spisovatel, Naérodni Trida 
9, Praha 1. 

DENMARK 

Einar Munksgaard, Ltd., Nerregade 6, 
Kgbenhavn, К. 

DOMINICAN REPUBLIC 

Libreria Dominicana, Mercedes 49, Civ- 
dad Trujillo. 

ECUADOR 

Libreria Cientifica, Guayaquil and Quito. 
EL SALVADOR 

Manuel Navas у Cia., la. Avenida sur 
37, San Salvador. 

ETHIOPIA 

International Press Agency, P.O. Box 
120, Addis Ababa. 

FINLAND 

Akateeminen Kirjakauppa, 2 Keskuskatu, 
Helsinki. 

FRANCE 

Editions A. Pédone, 
Paris (Ve). 


13, rue Soufflot, 


GERMANY 

R. Eisenschmidt, Schwanthaler Strasse 
59, Frankfurt/Main. 

Elwert & Meurer, Hauptstrasse 101, 
Berlin-Schéneberg. 

Alexander Horn, Spiegelgasse 9, Wies- 
baden. 

W. E. Saarbach, Gertrudenstrasse 30, 
Кат (1). 

GHANA 

University College Bookshop, P.O. Box 
4, Achimota, Accra. 

GREECE 

Kauffmann Bookshop, 28 Stadion Street, 
Athénes. 

GUATEMALA 

Sociedad Econémica Financiera, ба Av. 
14-33, Guatemala City. 

HAITI 

Librairie “A la Caravelle’, Port-au-Prince. 
HONDURAS 

Libreria Panamericana, Tegucigalpa. 
HONG KONG 

The Swindon Book Co., 25 Nathan Road, 
Kowloon. 

ICELAND 

Bokaverzlun Sigfusar Eymundssonar H. 
F., Austurstraeti 18, Reykjavik. 

INDIA 

Orient Longmans, Calcutta, Bombay, Ma- 
dras, New Delhi and Hyderabad. 
Oxford Book & Stationery Co., New 
Delhi and Calcutta. 

Р. Varadachary & Co., Madras. 
INDONESIA 

Pembangunan, Ltd., Gunung Sahari 84, 
Djakarta. 

IRAN 

“Guity’, 482 Ferdowsi Avenue, Teheran. 
IRAQ 

Mackenzie’s Bookshop, Baghdad. 
IRELAND 

Stationery Office, Dublin. 

ISRAEL 

Blumstein’s Bookstores, Ltd., 35 Allenby 
Road, Tel Aviv. 

ITALY 

Libreria Commissionaria Sansoni, Via 
Gino Capponi 26, Firenze, and Lungo- 
tevere Arnaldo da Brescia 15, Roma. 
JAPAN 

Maruzen Company, Ltd., 6 Tori-Nichome, 
Nihonbashi, Tokyo. 

JORDAN 

Joseph |. Bahous & Co., Dar-ul-Kutub, 
Box 66, Amman. 

KOREA 


Eul-Yoo Publishing Co., Ltd., 5, 2-KA, 
Chongno, Seoul. 


LEBANON 

Librairie Universelle, Beyrouth. 
LIBERIA 

J. Momolu Kamara, Monrovia. 
LUXEMBOURG 


Librairie J. Schummer, Luxembourg. 
MEXICO 

Editorial Hermes, S.A., Ignacio Mariscal 
Al, México, D.F. 

NETHERLANDS 

М.У. Martinus Nijhoff, Lange Voorhout 
9, ‘s-Gravenhage. 

NEW ZEALAND 

United Nations Association of New Zea- 
land, С.Р.О. 1011, Wellington. 


NORWAY 

Johan Grundt Tanum Forlag, Кг. Av- 
gustsgt. 7A, Oslo. 

PAKISTAN 

The Pakistan С9-орегаНуе Book Society, 
Dacca, East Pakistan. 

Publishers United, Ltd., Lahore. 

Thomas & Thomas, Karachi, 3. 
PANAMA 

José Menéndez, Plaza de Arango, Pa- 
nama. 

PARAGUAY J 
Agencia de Librerias de Salvador Nizza, 
Calle Pte. Franco No. 39-43, Asuncién. 


PERU 

Libreria Internacional del Рег, S.A., 
Lima. 

PHILIPPINES 


Alemar’s Book Store, 749 Rizal Avenue, 
Manila. 

PORTUGAL 

Livraria Rodrigues, 186 Rua Aurea, Lis- 
boa. 

SINGAPORE 

The City Book Store, Ltd., Collyer Quay. 
SPAIN 

Librerfa Mundi-Prensa, Castello 37, Ma- 
drid. 

Libreria Bosch, 11 Ronda Universidad, 
Barcelona. 

SWEDEN 

С. Е. Fritze’s Kungl. Hovbokhandel А-В, 
Fredsgatan 2, Stockholm. 
SWITZERLAND 

Librairie Payot, $.А., Lausanne, Сепёуе. 
Hans Raunhardt, Kirchgasse 17, Ziirich 1. 
THAILAND 

Pramuan Mit, Ltd., 55 Chakrawat Road, 
Wat Tuk, Bangkok. 

TURKEY - 

Librairie Hachette, 469 Istiklal Caddesi, 
Beyoglu, Istanbul. 

UNION OF SOUTH AFRICA 

Van Schaik’s Bookstore (Pty.), Ltd., Box 
724, Pretoria. 

UNION OF SOVIET SOCIALIST 
REPUBLICS 

Mezhdunarodnaya Knyige, Smolenskaya 
Ploshchad, Moskva. 

UNITED ARAB REPUBLIC 

Librairie “Ла Renaissance d’Egypte”, 9 
Sh. Adly Pasha, Cairo. 

Librairie Universelle, Damas. 

UNITED KINGDOM 

H. M. Stationery Office, P.O. Box 569, 
London, S.E.1. 

UNITED STATES OF AMERICA 
International Documents Service, Colum- 
bia University Press, 2960 Broadway, 
New York 27, N. У. 

URUGUAY 

Representacién de Editoriales, Prof. H. 
D’Elia, Plaza Cagancha 1342, 1° piso, 
Montevideo. 

VENEZUELA 

Libreria del Este, Av. Miranda, No. 52, 
Edf. Galipan, Caracas. 

VIET-NAM 

Librairie-Papeterie XuGn Thu, 185, rue 
Tu-Do, B.P. 283, Saigon. 

YUGOSLAVIA 

Cankarjeva Zalozba, Ljubljana, Slovenia. 
Огтаупо Preduzece, Jugoslovenska 
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Prosvjeta, 5, Trg. Bratstva i Jedinstva, 
Zagreb. 
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